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The Importance of JETS in Gas Burners 


One outstanding point which distinguishes Barber Burners is their patented jet designs. For 
certain units (including most conversion and water heater burners) the famous standard Bar- 
ber jet, with unique auxiliary air feed, operating on atmospheric pressure, produces the hot- 
test, best directed flame, and the highest combustion available. On burners for other appli- 
ances, and those designed to burn Butane and Propane, or any of the special or bottled 
gases, we furnish slotted cap, or other special jets—always supplying the correct jet for the 
fuel and specific application involved. We also make adjustable valve jets for laboratory 
and industrial purposes. 


The engineering care which Barber devotes to the design of jets shows the expert knowledge 
with which we approach your individual burner problem. We make scores of types of units, 
hundreds of variations in size and shape, for every purpose. A third of a century of ser- 
vice to hundreds of gas appliance builders proves the merit of Barber engineering. Let our 
specialists work with you to perfect the burner, which is the heart of any gas appliance you 
make, sponsor, or sell. 


Send for latest Catalog on Appliance and Conversion Burners, and Pressure Regulators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 
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Where modern speed and efficiency are 
most important, you'll find . 


———— asi nd Bana 





Kinnear Rolling Doors in ‘one of 
modern shops of the Great Northern 
Railway Company. 





You keep plant efficiency tom 
slumping at doorways when 
you install Kinnear Rolling 
Doors. They combine all the 
space- and time-saving advan- 
tages of coiling upward action 
with the protective strength of 
all-metal construction. 

The smooth, easy action of 
Kinnear’s famous interlocking- 
slat curtain s door traffic. 
The entire door coils quickly 
out of the way above the open- 
ing. All surrounding floor and 
wall space is fully usable at all 
times. The opened door is always completely safe from damage by 
wind or vehicles. Its ru mietal construction defies wind, storms 
and intruders . . . resists .“stands up under years of punishing 
use. And with Kinnear Rolling Doors, you get maximum benefits 
from the motorized, push-button operation (wire remote control 
stations if desired) offered by Kinnear Motor Operators. Write for 


complete data on Kinnear Rolling Doors — today! ZA 


THE KINNEAR MANUFACTURING CO. 


Factories: 2060-80 Fields Ave., Columbus 16, 0. 
1742 Yosemite Ave., San Francisco 24, California 


————— 
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HERE can be very little doubt now 
‘ee the atom is here to stay. The 
latest edition of the telephone directory of 
our largest eastern cities shows dozens of 
enterprising concerns which feature the 
name “atom.” These vary from the 
“Atomic Coin and Pinball Machine” to a 
rather intriguing line known as “Atomic 
Secret Beverage Formula’ (a name 
which suggests something pretty power- 
ful in the way of liquid refreshments ). 


We happened to glance at this list the 
other day, musing on how easily our 
sophisticated civilization accommodates 
itself to the most awesome discovery per- 
haps in the history of mankind, and quick- 
ly reduces it to the casual reference of 
everyday commerce. 


IF we were writing a history of our 
age, we would be sorely tempted to make 
a whimsical footnote to the discovery of 
atomic fission. It would be to the effect 





A, C. SPURR 
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© narns & Ewing 


Cc. W. KELLOGG 


that within two years after the first atom 
bomb dropped on Hiroshima, somebody 
was doing business in one of our largest 
cities under the name of “Atomic Baby 
Laundry.” Sic transit gloria! 


tp, of the next marvels which may 
yet undergo such transformation 
into everyday usage is a rather paradoxi- 
cal device which has only recently be- 
gun to peek out from the pages of popular 
media, such as Sunday newspaper sup- 
plements and digest magazines. It is the 
so-called “heat pump.” It is a paradox 
because not only is it able to deliver heat 
apparently out of thin air, or water, or the 
earth itself, but also it apparently is a re- 
versible process, so that the popular 
scientific writers are now conjuring up 
visions of the same household device 
heating our houses in the winter and 
cooling them in the summer. It is only to 
be expected there has been rather loose 
writing about this anomalous appliance. 
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Flexible support of condensate tank from low pressure heaters 
and piping in Consolidated Edison's Hell Gate Station. 


with GRINNELL PRE-ENGINEERED SPRING HANGERS 


FLxnis support of piping subject to thermal movements is 
now a simple matter for you— just select a stock Grinnell 
Pre-Engineered Spring Hanger that exactly meets the load 
requirements. 

After computing the load it is easy to select the proper size 
of hanger from a simple capacity table. The 14 sizes include 
a load range from 84 Ibs. to 4700 Ibs. 


Look at These Features— 

e The maximum variation in supporting force per 12” of 

deflection is 101% of rated capacity —in all sizes. 
¢ Guides prevent contact of coils with casing wall or hanger 
rod and assure continuous alignment and concentric load- 
ing of spring. 
Compact— minimum headroom made possible by precom- 
pression*. 
Precompression* assures operation of spring within its 
proper working range where variation in supporting force 
is at a minimum. 
All-steel welded construction meets pressure piping code. 
14 sizes available from stock—load range from 84 Ibs. to 
4700 Ibs. 
Easy selection of proper sizes from simple capacity table. 
Installation is simplified by integral load scale and travel 
indicators. 
Unique swivel coupling provides adjustment and eliminates 
turnbuckle. 
*Precompression is a patented feature 





Write for descriptive folder Pre-Engineered Spring Hangers Fig. 268. 





GRINNELL COMPANY, INC. 


Executive Offices: Providence 1, R. 1. 
BRANCH WAREHOUSES 
Atlanta 2, Ga. Los Angeles 13, Cal. Providence 1, R. I. RI | | 
Charlotte 1, N. C. Minneapolis 15, Minn. St. Louis 10, Mo 


Chicago 1, IIL. New York 17, N. Y. St. Paul, Minn. 


Cleveland 14, O. Oakland 7, Cal. Sacramento 14, Cal. 
Houston 1, Tex. Philadelphia 34, Pa. San Francisco 7, Cal. weenever PIPING 1s invoiveo 
N. Kansas City 16, Mo. Seattle 1, Wash. 
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8 PAGES WITH THE 

BECAUSE the heat pump promises such 
interesting business possibilities in the 
utility field, we are glad to present as 
the opening article in this issue an under- 
standable explanation of its operation 
from a quite responsible source. The 
author is none other than C. W. KELLOGG, 
who will be readily recalled for his ten 
years’ tenure as president of the Edison 
Electric Institute. Mr. Ketitocc, who 
retired from that post only last year and 
is now residing in Queen Anne, Mary- 
land, also was for many years identified 
with the Stone & Webster organization, 
serving as president of its principal sub- 
sidiary, Engineers Public Service, from 
1925 to 1934. Born in Philadelphia in 
1880, Mr. KELLOGG was a graduate of 
Massachusetts Insitute of Technology 
(BS, 02; MS, ’03), joining the Stone & 
Webster organization shortly thereafter 

in 1905. 


.: ee 2 @ 


NOTHER well-known frgure in the pub- 

lic utility executive field who con- 
tributes to this issue is A. C. SPURR, 
president of the Monongahela Power 
Company, whose article begins on page 
550. Mr. Spurr was born in Valley City, 
North Dakota, and was educated at Yale 
(LLB, °10; AB, ’13). He started in 
the utility business, following some rail- 
road experience, as a traffic manager with 
the Pittsburgh Railways in 1920. He be- 
came vice president of the Wheeling 
Traction Company in 1925. He became 
assistant to the president of West Penn 
Klectric Company in 1934, and assumed 
his present post in 1935. 


BS 


TILL another official from the public 
S utility field is WALTER J. HERRMAN, 
whose article on the role of regulation in 
making utility investments attractive be- 
gins on page 536. Mr HERRMAN came 
to his present post of rate analyst for the 
Commonwealth & Southern Corpora- 
tion, New York city, from a somewhat 
similar position with General & Tele- 
phone Investments, Inc., with offices in 
Chicago. Mr. HERRMAN is a graduate 
of the University of California (EE, 
'22). His first utility connection was with 
the Great Western Power Company of 
California, where he served as a valua- 
APR. 24, 1947 
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WALTER J. HERRMAN 


tion engineer until the city of San Fran- 
cisco acquired the property. During the 
years 1937-1938 he served as a rate ex- 
pert for the special telephone investiga- 
tion of the Federal Communications 
Commission. He was the coauthor (with 
Dr. J. R. Foster of New York University 
and Barclay J. Sickler of the Bonneville 
Administration) of a study on the prob- 
lem of the utility rate of return, which 
was published by the FCC in June, 1938. 


ca Kk *x * 


, er the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


AN application for authority to issue 
a note to finance the construction of elec- 
tric extensions into territory involved in 
a controversy with another utility as to 
operating rights is denied by the New 
Jersey commission pending the establish- 


ment of territorial boundaries. (See 
page 97.) 
THE Wisconsin commission deter- 


mines the utility status of water-soften- 
ing service furnished by a municipal 
water plant. (See page 102.) 

[HE next number of this magazine will 
be out May 8th. 


Ir Chitra 
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with Modern 
Punched-Card Methods 


Fast, accurate, economical public utility accounting — your 
aim and OUR business! Across the nation, more and more 
utility executives are adopting Remington Rand punched- 


card methods because they provide complete control over all 





accounting operations. @ For example, the tremendous 
volume of materials and supplies used on such a wide scale 
by public utilities is controlled in every detail. In addition, 
Remington Rand punched-card accounting offers public utili- 
ties top efficiency in payroll preparation, labor distribution, 
general ledger accounting and consumer billing. In fact, 
every phase of your accounting and record-keeping can be 
handled better, faster the mass-production, machine way. 
@ Phone or call at our nearest branch for more information 


on the application of punched cards to ALL utility operations 







or write to Tabulating Machines Division, Remington Rand 
Inc., 315 Fourth Avenue, New York 10, N. Y. 


The Tabulating Machines You Can -Ceade or Guy 
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Complete Your Power Picture 
with INTERNATIONAL Crawlers 
ba a il 








; 








Here’s a power-packed picture that de- thousands more to go. 
serves framing: a power plant, a coal The other International, a 
mine and...up front...two power- TD-9, is new... just beginning 
packed International Diesel Crawlers its long, dependable working life. 
with hydraulic bulldozers. For self-propelling, earth-moving 
The crawlers are scooping out ahuge power to complete your power picture, 
coal storage pit at Dresser, Indiana. see the International Industrial Dis- 
The TD-14, at the left, has given 6,000 tributor near you. He knows why In- 
work-hours to its owner and has many _ ternational Crawlers lead the field! 





Industrial Power Division 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 2, Iliinois 





INTERNATIONAL POWER 


CRAWLER AND WHEEL TRACTORS - DIESEL ENGINES - POWER UNITS 
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EpirorRIAL STATEMENT 
The Wall Street Journal. 


HERBERT THATCHER 
Associate counsel, American 
Federation of Labor. 


ALFRED FE. Driscoui. 


Governor of New Jersey. 


RayMonp B. Fospick 


President, Rockefeller Foundation. 


J. Strom THuRMOND 
Governor of South Carolina. 


Rospert E. Woop 
Chairman, Sears, Roebuck & 
Company. 


CHARLES E. WILSON 
President, General Motors 
Corporation 


ALBEN W. BARKLEY 
U. S. Senator from Kentucky 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MontTAIGNE 





“We know of no short and easy road to perfect indus- 
trial peace. But something will be gained if we all stop 
talking economics in terms of hysterics.” 


* 


“Government shouid not set itself up to determine for 
the parties what wages and conditions industry shall give 
or labor shall receive, except in relation to health and 
safety minimums.” 


> 


“So long as the present Federal policy of treating the 
states as competitive centers of political power is con- 
tinued, the states will be unable to give full support to 
national policies.” 


¥ 


“We are discovering .the right things in the wrong 
order, which is another way of saying that we are learn- 
ing how to control nature before we have learned how to 
control ourselves.” 


* 


“Just as no man can rise above his character no state 
can rise above the character which her government pos- 
sesses. With character in government go honesty and effi- 
ciency in government.” 

- 

“Businessmen must learn that tco large a part of 
profits must not go into dividends, English capital made 
this mistake, and the results show in the general obso- 


lescence of British industry.” 


“If labor monopolies are permitted on an industry- 
wide basis, employer cartels to them are thereby made 
inevitable and the product of this situation in the end 
will require state control of both.” 


> 


“Free enterprise in my mind is the concept that the 
channels of commerce should be kept free so that every 
man shall have an equal chance to be useful in the eco- 
nomic world regardless of his race, creed, color, or 
political persuasion.” 


12 
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WHATEVER THE STORAGE BATTERY TASK YOU 
CAN ALWAYS COUNT ON EXIDE CHLORIDES 


Ever since storage batteries were first em- 
ployed in Central Station service, Exide 
Chloride Batteries have continued to merit 
their reputation for dependable perform- 
ance, long-life and economy. They have 
the capacity needed to deliver adequate 
power for operating switch gear, control 
bus and many other storage battery tasks 


including emergency lighting. 


Exide Batteries have earned the confidence 
of engineers everywhere, and their wide- 
spread use is proof of their depend- 


ability, long-life and ease of maintenance. 


Whatever your storage battery problems 
may be, Exide engineers will be glad to 


help you solve them. 


Exide 


CHLORIDE 
BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 
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14 REMARKABLE REMARKS—( Continued) 


EpiroriaL STATEMENT 
The Journal of Commerce. 


ROSWELL MAGILL 
New York attorney. 


EpiItorR1AL STATEMENT 
Los Angeles Times. 


EarL BUNTING 
President, National Association of 
Manufacturers. 


Puiip W. Porritt 
Resident, Darien, Connecticut. 


W. AverELL HARRIMAN 
Secretary of Commerce. 


E. G. Grace 
Chairman, Bethlehem Steel 
Corporation. 


“High taxes are at all times a brake on the free enter- 
prise system, to be removed at the earliest opportunity.” 


* 


“Congress would do well to heed the maxim that an in- 
come tax system will not work well with rates over 50 
per cent.” 


> 


“Picketing which blocks completely the entrance to a 
plant can hardly be called peaceful without stretching 
the English language all out of shape.” 


ad 


“ .. . the President’s budget realistically is not a 
balanced budget at all. It is a proposal for continuation 
into the third postwar fiscal year of Federal deficit fi- 
nancing.” 


al 


“With a third of the national income going to taxes, 
it is evident that a third of every wage earner’s time, 
four months of the year, is spent working without pay 
for the government.” 


* 


“The vitality of the American people was supreme in 
war. It opened higher vistas for our country. That vi- 
tality is our heritage. It can be effective in peace in de- 
veloping a much fuller life for all our people, and in 
contributing to world prosperity.” 


~ 


“More goods help to prevent inflation and reduce the 
high cost of living. Steady production means steady em- 
ployment and good wages. In fact, steady production at a 
profit is the basis of security for stockholders, employees, 


m — the public, and government; without it there would be no 


WitiiaM L. HEARNE 
Tax counsel, United States Steel 
Corporation. 


Epwarp V. RICKENBACKER 
President Eastern Air Lines, Inc. 
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company or employees.” 


> 


“The question is not whether taxes represent costs which 
discourage business enterprise so much as whether or not 
the discouragement is so great that it might prove dis- 
astrous. In my opinion, the present structure, the inci- 
dence, and the weight of our taxes are such as to put us in 
great danger if continued more than a couple of years ina 
competitive economy.” 


* 


“We have a right, in my opinion, to refuse room to 
those who would termite our economy and terminate our 
freedom. Under the guise of refugees, task forces of 
dissension have established beach heads along our eastern 
and western seaboards and they are now drilling their 
underground, undercover, and un-American invasion clear 
across the country from both fronts.” 
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An Important New Book! 


“ANATOMY of DEPRECIATION” 


® A discussion of utility accounting 
methods in effect from time to time, or 
proposed by regulatory or utility repre- 
sentatives, with particular reference to 
recent controversies. 


by 
LUTHER R. NASH, S.B., S.M. 





Author of "The Economics of Public Utilities," "Public 
Utility Rate Structures," and numerous monographs 
and articles. For more than forty years, the author has 
been occupied with utility matters as engineer, man- 
ager, supervisor and consultant. 
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COVERING THESE IMPORTANT TOPICS 
@ Early Accounting History 





@ Retirement Accounting 
@ Straight-Line Methods 
@ Service Lives 

@ Interest Methods 

@ Reserve-Size Methods 


@ Treatment of Reserves 





@ Relative Advantage of Available Methods 








PUBLIC UTILITIES REPORTS, INC. 


—Publishers— 


Munsey Building Washington 4, D. C. 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 


4 <a dealing with the problems of 

Annual Subscription utility regulation. Five vol 

Price umes a year—$7.50 each. 
$43.50 Annual Index—$6. 


P.U. R. 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- $15 

ses and explanations of day- Twenty-Six 
to-day developments. Issues @ Year 











P.U.R. 


Cumulative 


DIGEST 


The only complete and authorita- 
: tive encyclopedia of Public Service 

$150 law and Regulation. A _ life-time 
With Current Digest,; kept up-to-date by annual 
Pocket Ports ‘supplements. 











P.U.R. EXECUTIVE 
Information 
Service 


A Weekly Letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 $12.50 
minutes. Quarterly 











FEDERAL UTILITY REGULATION ANNOTATED 
SEC Current Services FPC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice each month. 





eo 4 
$25 Qvorterly 





A brief and pointed digest of 
the administrative rulings of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sued once each month. 


$36 Annually 








VOL. 1 (SEC) 


A complete annotation of the 
Public Utility Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
Periodical upkeep supplements. 





 —— 


Price: $1 2 


FEDERAL UTILITY REGULATION ANNOTATED 





VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





Price: $12 








 PLULR. 
Ouestion Sheets 
Twenty-Six Issues Annually $10 





a Ten brief questions on up-to-date 
problems, answered by the commis- 


Oi Rigi sions and courts. An easy way for o 


i 7 4 x busy man to keep informed on current 
be utility regulation. 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


PUBLISHERS 


WASHINGTON 4, D. C. 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 
THE ONE-STEP METHOD 


r 









OF BILL ANALYSIS 


LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 














Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detrolt Montreal Toroate 
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OFF THE PRESS! — PROCEEDINGS OF THE 1946 
CONVENTION 


OF THE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important volume is printed in a limited 
edition. It contains valuable discussions and re- 
ports on the following provocative and timely 
subjects: 





Rate Making and Regulation of Public Utilities — Valuation — Depreciation — Tele- 
phone Regulatory Problems (including Mobile Telephone Service, Rural Telephone 
Needs, Telephone Rate Structure) — Accounting — The Telegraph Problem — Air 
Commerce — Gas and Oil Production — Transportation 


These and others 88.00 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER PUBLICATIONS OF THE 
NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


Depreciation: 

(1946) Methods of Pricing Retirements from Group Property Accounts .................... $1.25 

1944 Report of the Committee on Depreciation (Supplement to 1943 report) . ictencaie 1.25 

1943 Report of the Committee on Depreciation (277 pages) ........... ie ane eee EGE 3.50 
Valuation: 

Pe See OE Tie Gems Oe VOOR ino . 0.o'soc cine cecccsetiesscccredvcescancecsesi 1.25 

Comments on 1946 Valuation report by Advisory Gouneel Soha &, Genter ...........s0ccce0e. 75 
Rates of Public Utilities, Committee Report on. ’ arcana hres eee 50 
Mobile Telephone Service: 

Report of Technical Staff Committee ...... aeons aibak wa baal sae ae snark wa ae 

EE EE eee ae Eye. 50 
Interpretations of Uniform System of Accounts for Electric Utilities................. 1.50 
Interpretations of Uniform Sysem of Accounts for Gas Utilities..................... 1.50 
Interpretations of Uniform System of Accounts for Water Utilities................... 1.50 


Annual Report Forms for Electric Utilities ($2) Gas Utilities ($2) Water 
Utilities ($2) Combination of two ($3) of all three ($4.50) 


(Where remittance accompanies order we pay forwarding charges! 





NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 
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HELP YOU SELL LONGER HOURS OF US 
be ces Ahan aeons WO . 
SANGAMO DEMAND INSTRUMENTS 


Bunpinc commercial load on the basis oF 


ouraging longer hours of use yields the maximum return on investment. Rates in- 
corporating measused demand also make the economies of added energy use 
parent to the customer. While the greatly increased populdrity of modern 
: appliances offer considerable possibilities in this direction, they also create 
a oblem of new, unknown peaks. With measured demand, all guesswork as 
% to these peaks and their effect on adequate return on fixed costs is. 
liminated. Demand is measured simply, ‘accurately, and economically wi 
Sangamo Lincoln-Type JW Combination Watthour-Demand 
¥ This type of meter is but one of an extensive line 
_.of Sangamo Demand Instruments designed 
ee your particular needs. 


SANGAMO 


ELECTRIC <i) COMPANY 


SPRINGFIELD ¢ ILLINOIS 
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A TRUCK THAT 
FITS THE JOB 
SAVES MONEY! 











HAT’S RIGHT . . . for a truck that will 
save you money, get a “Job-Rated”’ 
truck. 


A “Job-Rated” truck is a truck that FITs 


DODGE DIVISION OF 


CHRYSLER 





your job—a truck in which every unit is 
engineered and ‘“‘Job-Rated” for the size 
and kind of loads you carry. 


Such a truck is more dependable. It will 
last longer. It will save you money on 
your operating and upkeep costs. 


Your “‘.Job-Rated” truck will be the right 
one of 175 different Dodge chassis models 
to give you maximum economy and 
dependability. It will have the right one 
of 7 different engines. 


It will have the right one of 5 clutches, 
4 transmissions, 18 rear axles—the right 
units throughout to fit youR job . . . save 
YOU money! 


To get such a truck, see your Dodge 
dealer . . . because only Dodge builds 
*‘ Job-Rated” trucks! 


CORPORATION 








Fit the Job...Last Longer.! 
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ige ¥ American Gas Association, Industrial and Commercial ae Section, Commerical Gas 
ids School, will be held, VV ‘ashington, D. C., May 12-16, 19 





Gas Meters Association of Florida-Georgia begins meeting, Boca Raton, Fla., 1947. 





American Water Works Association, Montana Section, ends meeting, Havre, Mont., 1947. 





Pennsylvania Independent Telephone Association will hold meeting, Reading, Pa., B 
May 15, 16, 47. 





U. S. Chamber of Commerce begins annual meeting, Washington, D. C., 1947. 








SJ Indiana Gas Association will hold meeting, French Lick, Ind., May 15, 16, 1947. 





| American Gas Association, Natural Gas Department, begins spring meeting, Chicago, 
Til., 1947. 


e May 2 


American Water Works Association, Pacfic Northwest Section, will hold meeting, 
Victoria, B. C., May 15-17, 1947. 

















National Rivers and Harbors Congress begins annual convention, Washington, D. C. 
1947. 





Kansas Telephone Association meeting will be held, Topeka, Kan., May 16, 17, 1947. 





Pennsylvania Gas Association will hold convention, Wernersville, Pa., May 20-22, ey) 
1947. 





imerican Gas Association, Industrial and Commercial Gas Section, Industrial Gas 
School, begins session, Columbus, Ohio, 1947. 





Southwestern Gas Measurement Short Course begins, Norman, Okla., 1947. 





{ Indiana Telephone Association begins convention, Indianapolis, Ind., 1947. 
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A Hydro Site near the Mason-Dixon Line 


“l view of the Conowingo plant on the Susquehanna b 
river in Maryland | 
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The Heat Pump Paradox 


Recent publicity on this intriguing device has naturally led to much 


curiosity as to its exact nature. 


This is a discussion of the general 


principle of the heat pump which the layman can understand. 


By C. W. 


FORMER PRESIDENT, EDISON 


URING the present generation 
D the average mind has been sub- 
jected to many and various 
strains. Besides the two World wars, 
with their unprecedented losses in 
human lives and material wealth, peo- 
ple have received profound shocks to 
their normal thinking and orientation 
to life. In the realm of ideas they have 
encountered the theory of borrowing 
themselves into prosperity, the method 
of showing a profit from an enterprise 
by ignoring large parts of its cost, the 
calling of a government a “Democracy” 
(demos means people) when it is run 
with an iron hand by 2 per cent of the 
population ; so that it has become hard 
to distinguish between propaganda, 


*For personal note, see “Pages with the 
Editors.” 
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KELLOGG* 


ELECTRIC INSTITUTE 


paradox, and plain prevarication. In 
material affairs, they have seen and 
used radio (with its cousins, television 
and radar), synthetic substances of 
myriad sorts, global flying, and a host 
of other developments, all of which 
they have taken in their stride, with- 
out expecting to understand them. 
Through all this welter of change and 
iconoclasm, however, the average mind 
is still convinced that there is no such 
thing as perpetual motion or 100 per 
cent efficiency and that hence no me- 
chanical device can put out more 
energy than is put into it. 


N comes the claim by the electric 
utility companies that, by ex- 
pending a given quantity of energy (in 
the form of the electricity used to op- 
APR. 24, 1947 
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erate a heat pump and its auxiliary 
motors ), up to four times as much heat 
as the electricity puts in can be obtained 
for warming our homes in cold weath- 
er. It is only fair to explain this para- 
dox to the average citizen, lest he lose 
all faith in his fundamental thinking. 
For, not only is the claim itself correct, 
but also it does no violence to the sound 
conviction that you cannot get some- 
thing out of nothing. The explanation 
in question is the purpose of this 
article. 

To begin with, it should be stated 
that, while a large part of the energy 
put into the motors of a heat pump by 
the electricity applied to them is recov- 
ered usefully, such recovery is merely 
incidental—the essential function the 
electricity performs in the process be- 
ing to effectuate the collection and 
transfer into the house of heat already 
existing elsewhere. In the heat pump, 
therefore, the electricity put in has the 
same sort of relationship to the heat 
gotten out as railroad freight charges 
have to the value of the goods carried 
for such charges. In reality, the heat 
pump, with its 4-to-1 delivery, has an 
over-all efficiency of about 50 per cent. 
This is due to various unavoidable 
losses, which occur in the heat transfer 
but which are not important to this dis- 
cussion. The essential point is that the 
performance of the heat pump is strict- 
ly in line with the basic principles of 
the conservation of energy and repre- 
sents also that substantial departure 
from 100 per cent efficiency which, 
alas, accompanies all of our human ef- 
forts in mechanics. 


eo then does the heat come 
from? The answer is: from the 
earth or the atmosphere. To the aver- 


age person, heat is a relative matter, 
having to do with such points as the 
bodily temperature (98.6 degrees, 
Fahrenheit) on the one hand and the 
freezing point of water (32 degrees, 
Fahrenheit) on the other. The range 
from a “zero day” in winter to one of 
100 degrees in summer may seem all 
that human nature can bear, but the 
difference between the two, measured 
on the “absolute temperature” basis 
(that is, that above the temperature 
representing complete absence of heat), 
is only about 20 per cent. For even on 
a “zero day”’ the temperature is still 460 
degrees Fahrenheit above absolute 
zero. 

The temperature conditions under 
which mankind lives on the earth rep- 
resent relatively but a thin sheet of egg 
shell proportions. On the hottest sum- 
mer day the temperature five miles up 
in the air is about 50 degrees Fahren- 
heit below zero; and on the coldest day 
in winter the temperature five miles 
below the earth’s surface, based on such 
subsurface observations as have been 
made, is believed to be about 300 de- 
grees above zero Fahrenheit. Much 
further down the earth may well be 
a molten mass, since we observe white- 
hot lava to erupt through those fissures 
in the earth’s crust which we call 
volcanoes. Although the earth has 
cooled down enormously compared to 
the sun, from which it is commonly be- 
lieved originally to have been detached, 
it still contains a tremendous quantity 
of heat. It is a part of this heat that 
the heat pump extracts from the earth 
or its surrounding atmosphere for the 
very practical purpose of keeping us 
warm in cold weather. 

The next question is: How does 
the heat pump do it? The basic prin- 
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Analysis of Heat Pump Cycle 


Heat for house 
abstracted from 
B by air blast 









































\ B ¢ Water or outside 
air circulates 
} Compression Expansion around C 
Chamber ‘ree Chamber 
Motor Operated 
Compressor J 
—<___—_—_— 
Sealed closed system containing gas 
Initial What Is Done By What Result 


Step Condition of Gas To It 
1 At house tem- 
perature: no 
pressure 
2 Gas in B hot: 
high pressure 


Compressed 
Cooled down 


3 Under pressure ; 
in B but cooler Expands into C 
4 Gas in C very 


cold: no pressure Heated 


Electrically Temperature of 


operated pump gas in B raised 
(A) by pressure 
Air blast, Gas cooled : part 


of heat in B 
blown into house 
By pressure Gas gets much 
in B colder, due to 
expansion 

Gas warmed but 
no pressure (i.¢., 
initial condition) 


blowing over 
B 


Water from 
well or out- 
side air 





ciple involved was discovered nearly 
three centuries ago (1662) by Robert 
Boyle and is called Boyle’s Law. It is 
that, if a gas be compressed, its tem- 
perature will rise in direct proportion 
to the amount of pressure applied and, 
conversely, if a gas is allowed to ex- 
pand, its temperature will drop in pro- 
portion to the fall in pressure. The 
cycle which the electricity starts is, 
therefore, to compress, with a motor- 
driven pump, some such gas as am- 
monia, which thus becomes hot. The 
heat thus produced can be partly ab- 
stracted from the container by blowing 
air over the container. 

If this were the end of the story, 
all the heat that would be abstracted 
would be only such part of that pro- 


duced by the electricity as the blast of 
air could readily carry away — never 
100 per cent. But it is only the begin- 
ning of the cycle. The compressed gas 
(from which some heat has thus been 
taken) is next allowed to expand, in 
doing which (following Boyle’s Law) 
it gets relatively cold, for it will have 
lost not only the heat carried away by 
the air blast but also expansion loss. 
The next phase of the cycle is where 
the heat of the earth or the air is picked 
up. The source of earth heat which has 
been found most effective is a deep well 
or some large body of water which re- 
mains liquid all winter. Water from 
such a source is brought into contact 
with the container into which the rela- 
tively very cold gas expands and adds 
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considerable heat to it (for difference 
in temperature causes heat to flow just 
as difference in pressure causes water 
to flow and such a temperature differ- 
ence can be just as effective with out- 
door air as with the earth). This point 
is of the utmost importance in under- 
standing how the heat pump works, be- 
cause the ability to get large amounts 
of useful heat “free” out of such ap- 
parently unpromising media as outdoor 
winter air or “cold” well water is that, 
in each case, the expanded gas is much 
colder than either of them. It is differ- 
ence of temperature that makes heat 
flow. 


tees gas, thus warmed up from the 
air or earth as the case may be, is 
then again compressed by the electric 
motor-operated pump (thus raising its 
temperature), and the cycle starts all 
over again. It is repeated ad infinitum 
thus continually conveying the heat ab- 
sorbed in the expansion chamber from 
the earth or air to the compression 
chamber, whence it is carried by the 
convection of the air blast into the 
house or room to be heated. 

The energy put into the system is 
the sum of that required to run the 
compressor, to operate the air blast, and 
to circulate the water from the well or 
other source. And the amount of heat 
energy that can be absorbed from the 
earth or air and passed into the house 
is found to be up to four times the 
amount of heat energy in the electricity 
that is used to effect the transfer. 

For some readers it may help to set 
forth in tabular form what has been 
said up to this point. The rough dia- 
gram, outlined on page 533, shows the 
physical features of the system. 

As stated, the cycle is repeated in- 


definitely—the chilled expanded gas be- 
ing continually warmed up in C upon 
contact with the circulating water or 
outside air, and heat from the hot, 
compressed gas in B being blown into 
the house by the air blast. Of the heat 
thus usefully blown into the house at 
the end of step 2, about 80 per cent is 
absorbed from the earth or air as the 
result of the preceding step 4 and the 
remaining 20 per cent results from the 
electric energy expended in compress- 
ing the gas in step 1. 

An interesting added convenience of 
the heat pump system, which this 
diagramatic presentation makes clear, 
is the ability to use it for house cooling 
in summer. This is accomplished by a 
simple valve arrangement, causing the 
compressed gas in step 1 to go initially 
into C instead of B. In this case, the 
gas which goes into C (being much 
hotter than the water or air which sur- 
rounds it) gives off heat, instead of ab- 
sorbing it; that is, pumps heat into the 
water or air. The function of the two 
chambers is thus reversed; the former 
(hot) compression chamber (B) now 
becomes the (cold) expansion cham- 
ber, the blower forcing cold air into the 
house. In a word, the heat pump can 
heat the house in winter and cool the 
house in summer, all by merely turn- 
ing a valve. 


UST a word in closing about the rela- 

tive efficiency of the heat pump 
process and how it compares with the 
orthodox methods of heating. With- 
out going into the thermodynamic de- 
tail as to why it is so, the best modern 
steam electric power plant is able to get 
out, in the form of electric energy, only 
about 35 per cent of the heat energy 
contained in the coal or other fuel used 
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to operate it. The average house-heat- 
ing equipment, coal fired, can get out, 
in useful heat for the house, about 55 
per cent of that contained in the coal 
burned in it. Therefore, a pound of coal 
used to make electricity will, with the 
heat pump, produce over twice as much 
house heating as the same pound of coal 
burned in the average house-heating 
plant—even after allowing 15 per cent 
for electric line losses. 

Striking as these results are, they 
fall far below the performance that 
theoretically ought to be obtainable. 
The theoretical efficiency of this cycle 
of transferring heat was worked out 
over a century ago by a Frenchman 
named Carnot. The formula he devel- 
oped, for the ratio of the heat obtain- 
able to the heat energy required to 
make the transfer, was: 

To 
To—Ti 
where To is the temperature of the 
compression chamber and Ti that of 
the expansion chamber, both of these 
temperatures being expressed in de- 
grees of “absolute’’ temperature, which 
is 460 degrees above that shown by the 
Fahrenheit thermometer. Thus, if the 
temperature of the condensed gas were 
120 degrees Fahrenheit (580 degrees 
absolute) and the temperature of the 


earth (through the water supply) were 
50 degrees Fahrenheit (510 degrees 
absolute), the recovery of heat would 
be 8 to 1. The practical ability to obtain 
only a 4-to-1 ratio with the heat pump 
results partly from the mechanical 
losses in the system, but much more 
from the impossibility, in practice, of 
attaining complete heat transference, 
either out of the condenser chamber 
into the house or into the expansion 
chamber from the earth-borne water or 
the outside air. 

This not being a scientific treatise, 
many details are omitted. In many cli- 
mates, the circumambient atmosphere 
outdoors can be used effectively as a 
source of heat, and, when so used, save 
both the cost of a driven well and the 
power required to circulate the water 
around the expansion chamber. Also, 
experiments are now being made to as- 
certain how effectively heat can be ab- 
sorbed direct from the soil, thus elimi- 
nating the cost of a well. But this prob- 
lem (which is still the subject of exten- 
sive research) has not yet been worked 
out. 

The purpose of this article is mere- 
ly to try to explain in layman’s language 
the basic principles involved in what, 
on its face, is an incomprehensible 
paradox. 





ast he plain truth is that, in these days of inflated prices, 
you could hardly find the electric bill in the average 
family budget. It’s one of those minuscular items of expense, 
like garbage service and water, which amount to next to nothing. 
If power were absolutely free, the consumer wouldn’t save 
enough to pay the average family’s tobacco bill. 

“All this talk about power isn’t honestly based on rates. That's 
just the obvious camouflage. It’s based instead on the political 
desire to socialize the industry. It’s part of the long-pull cam- 
paign against free enterprise and the American way of doing 


things.” 


—Excerrt from Industrial News Review. 
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Can Regulation Make Utility 


Investment Attractive? 


Part I. The problem of compensation to capital 
in the utility industry 


Judged by earnings and market values, the position of the utility investor 
has materially improved since the Hope decision in 1944. In that case the 
court literally washed its hands of specific formula and said that a rea- 
sonable result was after all the fundamental criterion of the regulatory 
process. Are we to assume from these circumstances that present earn- 
ings are reasonable, and if so what basis is there for such an assumption? 
The word “reasonable” is a relative term and standards of measurement 
are required for the protection of both investors and consumers. The 
following article advances the thesis that the dollar amount of fair 
return should not be dependent upon the kind of rate base employed. 
Since there can be only one really “proper” return, and, since the various 
formulas each aim at that same end, it is argued that the different results 
obtained with different kinds of rate base are due to a lack of correlation 
between the base and the particular percentage chosen as a rate of return. 
Thus, if a rate of return is used which is always consistent with the rate 
base to which it is applied, the same total return should be obtained re- 
gardless of the kind of rate base used. A conclusion which necessarily 
follows from these premises is that a rate of return predicated on current 
costs of capital is applicable only to a rate base expressed in current 
values. 


By WALTER J. HERRMAN* 


ERHAPS one of the few principles 
Pp: public utility regulation upon 
which most experts agree, regard- 
less of their leanings as to end result, 
is that describing fair return or com- 
pensation to capital as the amount 
which, under efficient and economical 
management, will keep the utility in- 
dustry sound financially and permit it 
to raise new capital in competition with 
other lines of business. 
This principle has been approved by 
courts and commissions regardless of 


*For personal note, see “Pages with the 
Editors.” 


the method used to determine what that 
fair return should be. Various formulas 
have been tried but the basic principle 
has always been recognized. For ex- 
ample: 

In following the reproduction cost 
—fair value theory, Mr. Justice Butler 
in the Bluefield Case’ said : 


A public utility is entitled to such rates as 
will permit it to earn a return on the value 
of the property which it employs for the 
convenience of the public equal to that gen- 
erally being made at the same time and in 
the same general part of the country on in- 


1 Bluefield Water Works & Improv. Co. 
v. West Virginia Pub. Service Commission, 
262 US 679, 692, PUR 1923D 11. 
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vestments in other business undertakings 
which are attended by corresponding risks 
and uncertainties. . .. The return should be 
reasonably sufficient to assure confidence in 
the financial soundness of the utility and 
should be adequate, under efficient and eco- 
nomical management, to maintain and sup- 
port its credit and enable it to raise the 
money necessary for the proper discharge 
of its public duties. 


In accepting the use of the original 
cost by the Federal Power Commission 
in the Hope Case,’ Mr. Justice Douglas 
said: 

. the investor interest has a legitimate con- 
cern with the financial integrity of the 
company whose rates are being regulated. 
From the investor or company point of view 
it is important that there be enough revenue 
not only for operating expenses but also for 
the capital costs of the business. These in- 
clude service on the debt and dividends on 
the stock. ... By that standard the return to 
the equity holder should be commensurate 
with returns on investments in other enter- 
prises having corresponding risks. That re- 
turn, moreover, should be sufficient to assure 
confidence in the financial integrity of the 
enterprise, so as to maintain its credit and to 
attract capital. 


A’ in enunciating the prudent in- 
vestment approach in his concur- 
ring opinion in the Southwestern Bell 
Telephone Case,’ Mr. Justice Brandeis 
said: 


The compensation which the Constitution 
guarantees an opportunity to earn is the rea- 
sonable cost of conducting the business. Cost 
includes not only operating expenses but also 
capital charges. Capital charges cover the 
allowance by way of interest, for the use of 
the capital, whatever the nature of the se- 
curity issued therefor ; the allowance for risk 
incurred ; and enough more to attract capital. 


Viewed in the light of these common 
objectives, it is natural to inquire why 
the specific methods prescribed by such 
eminent jurists seem to produce such 
contrary results in actual dollars and 


2 Federal Power Commission v. Hope Nat. 
oy Co. (1944) 320 US 591, 603, 51 PUR(NS) 
93 
8 Missouri ex. rel. Southwestern Bell Teleph. 
Co. v. Public Service Commission, 262 US 276, 
291, PUR 1923C 193. 


cents. Three surveyors might agree to 
meet at a given location although each 
chose a different course to reach the 
appointed spot. But, if the men were 
competent and their calculations were 
correct, it is generally accepted that the 
route selected should have no effect 
upon their point of destination. By the 
same token, is it not a reasonable ex- 
pectation that three philosophical pro- 
cedures—all aimed at the same conclu- 
sion—ought to produce approximately 
equal factual measures of that conclu- 
sion? 


Inconsistent Results Probably Due to 
Combination of Inconsistent Data 


} practice, the fundamental elements 
which go to make up total fair re- 
turn are two—the rate base and the rate 
of return. The first of these elements 
has been a focal point of extreme con- 
troversy for two generations—the de- 
gree of the controversy, as well as the 
direction, depending largely on varia- 
tions in the purchasing power of the 
dollar. Prior to Smyth v. Ames, when 
the dollar was appreciating in value, 
the utilities contended for original cost 
and the regulatory authorities for cur- 
rent value. Subsequently, when the 
trend reversed and the dollar began to 
depreciate, these respective contentions 
were reversed accordingly. It is prob- 
ably safe to say that this controversy is 
as unsettled today as ever, even though 
some commissions have by arbitrary 
ruling designated original cost as the 
only “true faith.” 

During all this period, it is interest- 
ing to observe that, whereas there have 
been substantial differences of opinion 
as to the quantitative figure which is 
labeled “rate of return,” there has been 
surprising little argument over the 
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principles by which this amount has 
been computed.* Although the influ- 
ence of the rate on total return is exact- 
ly the same as that of the base to which 
it is applied, rate of return still remains 
pretty much the silent and relatively 
noncontroversial element of the part- 
nership. Particular attention is called 
to the fact that only a small minority 
of the students of this subject have 
examined the vital question as to 
whether a change in the basis upon 
which the rate base is calculated might 
not properly call for a corresponding 
change in the determination of the rate 
of return. 

Excluding special conditions in in- 
dividual cases, it is generally agreed 
that, if price levels are constant, the 
total return derived under either the 
original cost method or the fair value 
method will be identical. But, regard- 
less of price changes, fair value multi- 
plied by a rate of return properly asso- 
ciated with fair value may also approxi- 
mate original cost multiplied by a rate 
of return properly associated with 
original cost. When the answers are 
not alike, it seems suspiciously probable 
that someone has attempted to multiply 
unrelated quantities. Presumably a 


4“Despite its importance, the rate of return 
has been relatively neglected both in the case 
literature and in the economic and legal writ- 
ings on the regulation of public utilities. Most 
commission and court decisions have disposed 
of the rate of return with a brief paragraph 
or two.” Barnes, The Economics of Public 
Utility Regulation, 1942, page 516. 


more careful examination of rate of 
return and how the determination of 
this factor is related to the base to 
which it is to be applied is necessary. 


Orthodox Calculation of 
“Rate of Return” 


HE orthodox approach to the quan- 

tity “rate of return” has been al- 
most too simple. The initial assumption 
is that the market evaluation of earn- 
ings of existing securities, either of 
the company under consideration, or 
other representative companies, meas- 
ures the going cost of capital. Stripped 
of refinements, the procedure reduces 
to the following formula: 


Product of yield of typical bonds and 
per cent of bonds in capitalization = X 
Product of yield of typical preferred 
stocks and per cent of preferred 
stocks in capitalization = 

Product of earnings-price ratio of 

typical common stocks and per cent 

of common stock in capitalization = Z 
The sum of X plus Y plus Z equals the cur- 

rent cost of capital. 

In each case the per cent of the capi- 
talization is based on market values of 
the securities involved rather than par 
or book values. 

To illustrate : If the bonds of a com- 
pany constitute 50 per cent of the 
capitalization and are selling to yield 
3 per cent, the preferred stock consti- 
tutes 25 per cent of the capitalization 
and yields 5 per cent and the common 
stock making up the remaining 25 per 
cent in selling on a 7 per cent earnings- 


7 


“, .. the fundamental elements which go to make up total fair 
return are two—the rate base and the rate of return. The first 
of these elements has been a focal point of extreme contro- 
versy for two generations—the degree of the contro- 
versy, as well as the direction, depending largely on varia- 
tions in the purchasing power of the dollar.” 
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to-price basis, then the current cost of 
capital by the formula is: 


Weighted bond cost 
Weighted preferred 


= 3.0 X .50= 1.50% 


stock cost = 5.0 & .25= 1.25% 
Weighted common 
stock cost =70 X .25=1.75% 





Current cost of capital = 4.50% 

In actual practice this market cost of 
capital represents only a first approxi- 
mation of the desired answer, and, in 
the determination of rate of return 
based on such current market ap- 
praisals, additional provision must be 
made for several other items such as 
bond discount and expense, preferred 
stock discounts, underwriting ex- 
penses, etc., all of which are incurred 
costs of the utility but do not show up 
in a market ratio analysis. Then, too, 
it is customary to average out yields 
and earning ratios over a period rather 
than to rely on “spot” results which 
may be abnormal. Finally, a “margin 
of safety” is usually included to cover 
such intangible considerations as “‘sea- 
soning,” and other immeasurable risks 
and costs, and to provide an incentive 
to capital and management over and 
above the bare bones statistical de- 
mands of the market place. Where this 
latter figure is around 4.50 per cent as 
above, the corresponding total rate of 
return might conceivably vary from 
5.50 per cent to 6.50 per cent, depend- 
ing on the specific facts of the case and 
the philosophical viewpoint of the per- 
sonalities involved. 


Can a Single Rate of Return Be Applied 
To Different Kinds of Rate Base? 


ae -— writer has spelled out the fore- 
going procedure for determining 
rate of return in some detail because, 
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except for minor details, it is a proce- 
dure quite generally accepted by most 
commissions and by many utility com- 
panies as well, with little or no distinc- 
tion as to the rate base to which the 
resulting percentage ts to be applied! 
For example, former Chairman Leland 
Olds of the Federal Power Commis- 
sion, in an extension of his testimony 
before the House Committee on Inter- 
state and Foreign Commerce, after 
quoting the excerpt (page 536) from 
the Bluefield decision, went on to say :* 

. . . The quoted statement is an excellent 

résume of the fundamental principles under- 

lying the determination of a fair rate of re- 

turn... except that the Federal Power Com- 

mission and many other commissions now 


fix returns on investments as distinguished 
from value... 


If, as Mr. Olds states, a given rate 
of return, calculated as indicated, is ap- 
plicable to a cost rate base, are we to 
assume that the same kind of return, 
similarly computed, is also applicable 
to a value rate base? Or must we use 
some other percentage, predicated on 
some other formula? If so, how should 
it be calculated ? 

Leaving the subject of return for a 
moment, it should be pointed out that 
few authorities have contested the eco- 
nomic propriety of the value rate base 
as such. The primary arguments 
against this approach have almost al- 
ways been aimed at its complexity and 
at its “fanciful application in the hands 
of ... experts financially interested in 
forcing the results to maximum lim- 
its.”"® The Federal Power Commission 
itself, in its supplemental brief to the 
Supreme Court in the Hope Case, said 


5 Study of Operations Pursuant to the Pub- 
oo Holding Company Act of 1935, page 
17. 
6 Bauer, Effective Regulation of Public Utili- 
ties, page 131. 
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Orthodox Approach Too Simple 


seal the orthodox approach to the quantity ‘rate of return’ has been 

almost too simple. The initial assumption is that the market 

evaluation of earnings of existing securities, either of the company 

under consideration, or other representative companies, measures the 
going cost of capital.” 





at page 3: “The most serious defect in 
the use of present fair value . . . is its 
utter lack of precision. . . . The idea 
might indeed be workable in the case 
of a property of small size and little 
complexity.” Assuming such a case of 
a small property, simple in structure, 
where the fair present value was agreed 
to by all parties, what kind of a rate of 
return should be applied thereto to find 
total fair compensation ? 


iy in such a circumstance the present 
value and the original cost were 
equal, perhaps the single formula given 
above might be applicable to each. But, 
if value and cost were different, it is 
clear that some different rate of return 
would have to be applied to value in 
order to obtain the same result derived 
by application of current capital costs 
to investment, as prescribed by Com- 
missioner Olds. If we take this latter 
answer as a starter, it is easy to reverse 
the calculation to see what rate of re- 
turn would be required with various 
assumed relationships between cost and 


value of a hypothetical utility. This is 
exemplified in the table at top of page 
541, which is based on 6 per cent as a 
fair rate of return on original cost. 

It is perhaps a reasonable question 
to ask by what process of rationaliza- 
tion a current rate of return of 3 per 
cent could be defended under present 
market conditions. Yet if the facts 
were as shown, and they are by no 
means extreme, we must conclude that 
such a rate is a correct rate to apply to 
a present value base of a property in- 
stalled say in the year 1933, when ma- 
terial and construction costs were ap- 
proximately one-half of what they are 
today, and assuming also of course that 
the popularly accepted figure of 6 per 
cent is a proper one to apply to an orig- 
inal investment rate base. Is it any 
wonder, in the light of such considera- 
tions, that Federal Power Commission 
expert C. W. Smith, while testifying 
in the recent Cleveland Electric II- 
luminating Company Case that a re- 
turn based on current capital costs 
should be applied to an original cost 


APR. 24, 1947 540 





C. 





UM 


CAN REGULATION MAKE UTILITY INVESTMENT ATTRACTIVE? 





Assumed Assumed 
Original Cost Fair Value 
1 (2) 
) eee $1,000 $ 500 
eae 1,000 1,000 
OE -ccanuens 1,000 2,000 


rate base, stated that he could not 
“realistically in a practical manner de- 
termine a fair rate of return to be ap- 
plied to a reproduction cost rate base.” 


Return and Base Must Be Consistent 
In Economic Sense 


Se writer prefers, however, and 
the preference seems logical 
enough, to assume that current costs 
of capital should not be applied to orig- 
inal cost, but to current values as rec- 
ommended by Justice Butler in the first 
place. 

From the point of view of alge- 
braic treatment, at least, it follows 
that, if current market prices and cur- 
rent earnings of yardstick companies 
are to be taken as criteria of proper 
utility earnings, this criteria must be 
applied to current utility values. It isa 
miscalculation to apply such a basis of 
return to book value. (See testimony of 
Adrian M. Massie, in Re Consolidated 
Gas, Electric Light & Power Company 
of Baltimore before the Maryland Pub- 
lic Service Commission, November, 


Assumed Assumed 
Original Cost Fair Value 
1) 2) 
a $1,000 $ 500 
eee 1,000 1,000 
Da Sapacnac 1,000 2,000 


541 


e 


e 


Total Fair Com- 


pensation at 6% on 


Rate of Return 
Required on Fair 
Value to Produce 

Same Compensation 

As Column (3) 


Original Cost 
(3) 


(4) 

$60 12% 
60 6% 
60 3% 


1944.) The equation is one of simple 
grammar school proportion : 
Proper Earnings of Utility Company are to 


Fair Value of Utility Company as ; 
Recent Earnings of Yardstick Companies 


are to ; 
Fair Value (Market Prices) of Yardstick 
Companies 


If this formula is used, the forego- 
ing illustration would be revised as 
shown below. 

Under this procedure, the total 
compensation properly follows the 
value of money. Actually, in case (a) 
where the value of the dollar has been 
doubled, the return of $30 on an orig- 
inal investment of $1,000 is worth $60 
in purchasing power related to the 
original investment, whereas the $120 
return is worth the same $60 in pur- 
chasing power in case (c) when the 
value of the dollar is reduced by one- 
half. The real compensation on orig- 
inal investment is thereby kept whole 
under all circumstances.” 


7The importance of real compensation is 
well demonstrated in the case of a utility com- 
pany which built its plant at one cost level and 


Rate of Return 
On Original 
Cost to Produce 


Total Fair Com- 
7 Same Compensa- 


pensation at 6% on 


Fair Value tion As Column (3) 
(3) (4) 
$30 3% 
60 6% 
120 12% 
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desires to sell additional stock at a later date 
when construction costs are considerably high- 
er. Assume, for example, a plant consisting of 
10 units of physical equipment having an orig- 
inal cost of $1,000 per unit and originally 
financed by the sale of 100 shares of stock at 
$100 per share, or a total of $10,000. Assume 
further that under regulation a return of 6 
per cent on original cost or $600 per annum has 
been allowed. Now, if it is necessary to add one 
new unit of plant at a cost of $2,000, and, if the 
stock price is still $100 a share based on the al- 
lowed 6 per cent return, 20 shares of the new 
stock must be sold to finance this addition, 
bringing the total capital to 120 shares. The net 
earnings, meanwhile, at 6 per cent on total cost, 
will increase to $720, and of this amount ten- 
twelfths or $600 will be allocable to the original 
stockholders who actually provided ten-elev- 
enths of the physical plant, while $120 or two- 
twelfths will go to the new stockholders who 
provided only one-eleventh of the plant. The 
effect is just as though the original investors 
donated a portion of their investment to the new 
shareholders. By contrast, if a return on origi- 
nal cost is permitted which is properly related 
to the purchasing power of the dollar, all in- 
vestors, old and new, are treated equ ally. In the 
assumed case, the return should be not 6 per 
cent but 12 per cent, each present dollar being 
worth only one-half of the dollars contributed 


by the original investors, The economic rela- 
tionships now work out as follows: 


Original Plant—10 units—cost $10,000 and 
represented by 100 shares of stock. Cur- 
rent rate of return—12 per cent or $1,200 
or $120 per unit. Price of stock on 6 per 
cent basis—$200 per share. 

Added Plant—1 unit—cost $2,000. 

Required Financing—10 shares of stock at 

200 per share. 

Added Earnings at $120 per unit—$120 or 
$12 per share, equivalent to 6 per cent on 
market price. 

Total Earnings—$1,320 on 110 shares. 


Thus earnings to original shareholders who 
provided ten-elevenths of the plant are $1,200 
or ten-elevenths of the total, and earnings to 
the new stockholders who provided one- 
eleventh of the plant are $120 or one-eleventh 
of the total earnings. 

In actual practice, the current cost of capital 
as of any given date adds another variable to 
the equation. If, in the above case, the current 
cost of capital was 6 per cent at the time of the 
original investment and declined to 4 per cent 
at the time of the second financing, it is obvious 
that the earnings necessary to support a $200 
per share valuation of the stock at the iatter 
date would be only $8, equivalent to an 8 per 
cent return on the original capitalization. 





Nationalized French Utilities Need Subsidy 


é< | jrom gl nationalized gas and electrical industries will re- 
quire a subsidy of 18,000,000,000 francs for the coming 
year... This is about $151,000,000 at the legal exchange rate 


“When these industries were nationalized on June 1, 1946, 


they had surpluses totaling about 8,000,000,000 francs. 
“Informed circles said that not all the required subsidy repre- 
sented operating losses. Part of it—just how much could not 
be learned—will be used for re-equipping parts for industries 
that have suffered acute depreciation of equipment in the last 
seven years. Renewal of at least part of such equipment, par- 
ticularly electrical transmission lines, according to persons in 
a position to know the needs of industries, is necessary. 
“Inability of banks and others to obtain accurate figures on 
the financial position of nationalized industries is causing criti- 
cism of the Ramadier government in certain quarters. It was 
noted that when the industries were privately owned they were 
required to publish regularly statements of their financial posi- 
tion. The nationalized banks still make such statements monthly, 
although losses, if any, are given only in the annual reports.” 


—Excerpt from special dispatch, The New York Times. 





APR. 24, 1947 542 





— «2 2 6 tem Oe. lal 


i in 





UM 





Murder by Telephone 


The characteristically confidential nature of telephone service makes it 
vulnerable to abuses by crooks, crackpots, and other persons of evil 
design or annoying habits. The delicate problem of protecting public 
interest from such activity without undermining the value of the service 
and the industry's good public relations ts reviewed in this article, 


By FRANCIS X. WELCH* 


o you know that there are more 
than two dozen major crimes 
you can commit by telephone? 

This is not a trick question involving 
the necessity of any other contributory 
action than the mere act of telephoning. 
Indeed, if one wanted to quibble about 
making a separate account of such ac- 
tivities as accessories before and after 
the fact—which are catalogued as 
separate crimes in some penal statutory 
codes—one might easily run the total 
up into the hundreds. 

What we are talking about, here, is 
a crime or statutory felony, the com- 
mission of which consists entirely of 
picking up the telephone, making the 
call, completing the call, and putting the 
receiver back on the hook. Only this 
and nothing more. 

Here is an example of a crime com- 
mitted by telephone: Let us say that 
the statute provides—as it does in many 
states—that, in the case of a conspiracy 
to commit premeditated murder, all 
parties to that conspiracy may be found 





*Managing editor, Pustic Utiities Forrt- 


NIGHTLY, Washington, D. C. 


equally guilty in the first degree. Let 
us say that a hypothetical gang leader, 
Oyster Eyes Jones, had determined to 
do away with his commercial rival, 
Three Fingered Mike Finnegan. To 
lure the skeptical and cautious Mr. 
Finnegan into ambush it is necessary 
for Oyster Eyes to enlist the aid of Mr. 
Finnegan’s girl friend, Chanel Sal. He 
does this for the trifling sum of $50,- 
000. Whereupon Chanel Sal (after 
first seeing that the check was duly de- 
posited to her account, and having 
obtained an early reservation on an 
out-of-town clipper) undertakes, as 
her part of the program, to call Mr. 
Finnegan by telephone. She makes a 
date which brings him to the well- 
known X marks the spot. 


ie such a case it is necessary for the 
prosecuting attorney to prove only 
that Chanel Sal knowingly and willful- 
ly put in a call to Finnegan’s apartment 
and secured his agreement to meet her 
at the place of the preordained ambush. 
It would not be necessary for the prose- 
cuting attorney to prove any further 
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act (on Sal’s part) in order to show 
that Chanel Sal was a party to the death 
conspiracy. This would entitle her— 
with jury approval — to occupy the 
chair of applied electricity in a certain 
prominent state institution. In plainer 
words, Chanel Sal would have commit- 
ted murder by telephone. 

It will be readily seen that the tele- 
phone conversation, as part of a con- 
spiracy, could be the background of a 
guilty verdict for many kinds of crimes. 
But it is not necessary to resort to such 
a constructive extension of guilt (via 
the conspiracy charge) in order to com- 
mit crime by telephone. Crime by 
telephone can be committed without a 
conspiracy—by the very act of tele- 
phoning. 

In checking over a typical criminal 
statute, one finds that crimes are usual- 
ly broken down into three general 
classifications : (1) crimes against per- 
sons; (2) crimes against property; 
(3) crimes against peace, public policy, 
and morals. 

Here, therefore, is a choice assort- 
ment of a number of crimes which can 
be committed entirely by telephone— 
classified under the three general 
headings : 


1, Crimes against Persons 

Criminal slander. (Telephone application 
here is obvious.) 

Blackmail. 

Threats of murder, assault, or other 
physical violence. (This crime is dis- 
tinguished, in many criminal statutes, from 
the more serious personal crimes of murder, 
assault, etc.) 

Extortion and fraud generally. (In an 
Oklahoma case, an attorney was actually in- 
duced to destroy a will by a fraudulent tele- 
phone call; but fortunately he had kept a 
file copy, as lawyers will.) 

Accessory before and after the fact. (In 
cases involving direct physical crimes, in- 
cluding murder, assault, cruelty, seduction, 
etc., merely providing an alibi by telephone 
for a party accused of any of these crimes 
would make the party telephoning an ac- 


cessory before or after the fact, as the case 
might be.) 
2. Crimes against Property 

Threats of destruction and sabotage. (Call- 
ing a night watchman away from his post 
with foreknowledge of a destructive condi- 
tion which he could correct if present would 
be sabotage. ) ; 

Larceny, embezzlement, and obtaining 
money under false pretenses. (Calling some- 
one to arrange to have a check mailed to you, 
to which you are not entitled, would be an 
example of this.) 

False alarms as to floods, fires, etc. : 

Accessory before and after the fact, in 
cases involving direct physical crimes against 
property such as burglary, housebreaking, 
malicious mischief, etc. 

3. Crimes against Peace, Public 
Policy, and Morals 


Threats of violence generally. (The typ- 
ical “crank” threat to blow up the Post Of- 
fice at a given time is an example here.) 

Antitrust violation. (In one of the early 
oil company prosecutions, the government 
claimed that the oil companies actually 
agreed on price fixing by telephone, from 
day to day, to avoid putting their conspiracy 
in writing.) 

Incitations to riots, (Sending out invita- 
tions to a lynching party is an example here.) 

Sedition and espionage. 

False testimony and obstructing justice. 
(Calling in a fraudulent deposition over long- 
distance telephone; calling judges, witnesses, 
jurors, attorneys, etc., out of town or other- 
wise interfering with their functions through 
telephone messages. ) 

Bribery. (An offer to pay bribe money by 
telephone has been held to be the same as 
bribery, if it is acted upon by the party in- 
tended to be bribed.) 

Maintaining public nuisances, disreputable 
establishments, etc. (This is probably the 
most frequent of telephone criminal abuses 
because of its convenience for race horse 
bookmaking, etc.) 

Accessory before and after the fact to all 
physical crimes involving various moral 
charges and statutory offenses. 


¥ the realm of misdemeanors, and 
offenses less than felonies, the ac- 
cessory uses of the telephone as a means 
of committing such offenses present a 
myriad of possibilities, far too numer- 
ous to mention. Traffic laws and game 
laws, laws against getting a haircut on 
Sunday, putting garbage in wrong 
types of receptacles, and other relative- 
ly trivial deviation from the ideal 
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standard of civic conduct, are all 
obvious possibilities. 

The question naturally arises just 
how laws and regulatory practices 
might be adjusted so as to reduce crime 
by telephone, without interfering with 
the convenient and dependable tele- 
phone service which is traditional of 
American usage. There is also the need 
for protecting the telephone company 
from undue and unwarranted criminal 
liability or any other type of liability as 
a result of such crimes or violations. 
Assuming the soundness of the com- 
mon-law theory that punishment for 
crime is deterrent to crime, one step 
might be to check over criminal 
statutes, to see that crime by telephone 
does not stand in any preferred posi- 
tion. By that it is meant there should 
be no statutory loophole whereby the 
lawbreaker can go scot free of penalty, 
simply because he has elected to do his 
dirty work through the instrumentality 
of the telephone. 

Strange as it may seem, this situa- 
tion can really come into existence 
without anybody being especially to 
blame. The telephone is, after all, a 
fairly modern, social institution—at 
least it came on the scene of everyday 
American life years after some of our 
basic criminal statutes, which are still 
in force, were written. Take, for exam- 
ple, the everyday common occurrence 
of a false fire alarm. Aside from be- 





ing an expensive nuisance to the tax- 
payer, the false alarm constitutes a 
grave traffic hazard. People have been 
killed, injured, and valuable property 
has been destroyed as a result of acci- 
dents occurring from the necessarily 
swift operation of the fire department’s 
apparatus in responding to emergency 
calls which turn out to be false alarms. 


v2 it might surprise both the tele- 
phone company and the fire depart- 
ment officials to know that it is possible, 
in some states, to put up a perfectly 
valid defense against a police charge 
for putting in a false alarm by tele- 
phone—a defense that would not be 
available if the alarm were otherwise 
given. In plainer words, the mere use 
of the telephone might render the of- 
fending party immune to prosecution. 
Here is how such an anomalous sit- 
uation comes about: Let us take the 
language in § 299 of the District of 
Columbia Code relative to “false 
alarms of fire.’”’ This section states : 

It shall be unlawful for any person or per- 
sons to willfully or knowingly give a false 
alarm of fire within the District of Colum- 
bia, and any person or persons violating the 
provisions of this section shall, upon convic- 
tion, be deemed guilty of a misdemeanor and 
be punished by a fine not exceeding $100 or 
by imprisonment for not more than six 
months, or by both such fine and imprison- 
ment. Prosecutions for violation of the pro- 
visions of this section shall be on informa- 
tion filed in the police court by the corpora- 
tion counsel of the District of Columbia or 
by any of his assistants. 


e 


“In the realm of misdemeanors, and offenses less than felo- 
nies, the accessory uses of the telephone as a means of com- 
mitting such offenses present a myriad of possibilities, far 
too numerous to mention. Traffic laws and game laws, laws 
against getting a haircut on Sunday, putting garbage in 
wrong types of receptacles, and other relatively trivial devia- 
tion... are all obvious possibilities.” 
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This statute was enacted by Con- 
gress on June 8, 1906, when the num- 
ber of telephones in the District of 
Columbia was relatively quite limited. 
It was enacted shortly after the District 
government had installed an improved 
(as of that date) telegraphic “pull 
box” alarm system. In other words, it 
might be argued that the intention of 
Congress in passing the law was to 
protect the citizens of the District of 
Columbia from the abuses of their new 
fire alarm system rather than the use 
of the telephone, which was so limited 
in that day. And since the words “by 
telephone” are in on way used in the 
language of the text, defense counsel 
(under the familiar rule of criminal 
law that penal statutes must always be 
strictly construed in favor of the ac- 
cused) might well argue that Congress 
did not intend it to cover telephone 
conversations. 

It is hard to see how the government 
could meet such defense if it were 
raised. Fortunately, to date, people 
given to ringing false alarms by tele- 
phone have not thought of it. Over in 
Delaware, an old state law against 
sending out false alarms of fire goes 
back to an enactment of the legislature 
in 1875—one year before the telephone 
was patented by Alexander Graham 
Bell. A thorough survey of state laws 
and municipal ordinances would prob- 
ably reveal a number of similar 
anachronistic defects in these old- 
fashioned penal statutes. 


oo has been said here about 
fines and violations for false 
alarms could be extended to other penal 
statutes, such as to dealing with the 
spreading of false reports of bank 
failures, criminal slander, etc. There 


is even a possibility that a “catch-all” 
corrective provision, which would place 
the telephone conversation in the same 
status as a spoken message or other 
personal communication (assuming 
proper identification were proved), 
could wipe out such criminal prosecu- 
tion difficulties at one fell swoop. This 
would have no connection with the is- 
sue of proper or improper evidence se- 
cured by “wire tapping,” which is an- 
other legal proposition entirely. 

This brings us to another side of the 
same picture—the possibility that the 
free and untrammeled use of the tele- 
phone might be so hedged about with 
restrictions as to undermine the confi- 
dence which the public now has in this 
indispensable utility service. 

Most of the difficulty which the tele- 
phone industry has actually had with 
the abuses of service has been in that 
“half world” area of gambling and 
other disreputable establishments. Not 
only the reform element, but even some 
of our more worldly citizens, who have 
been deprived of telephone service since 
installation shortages became so acute, 
have occasionally been annoyed over 
stories about police raiding some book- 
makers or other gambling joints and 
finding them operating chiefly on the 
basis of a somewhat elaborate multi- 
telephone service and even PBX switch- 
board facilities. They have naturally 
wondered what such characters were 
doing with telephones for such pur- 
poses when returning veterans and 
others were not able to get them. Of 
course, some politicians quickly moved 
in on such a situation by making im- 
possible demands. 


— the answer is not always so 
simple as the average citizen might 
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Modern Dial Equipment 


“... modern dial equipment has increased the secrecy of telephone service 

to the public so that it almost defies detection. This ts not generally 

known, and properly not publicized in the lay press. But it is a fact that 

it is necessary, even in cases of advance notice, to ‘hold’ a crackpot caller 

(by one subterfuge or another) on the line for a minimum of at least 

fifteen minutes before the call can be ‘traced’ to any originating dial 
station.” 





suspect. The telephone company is not 
the arbiter of the morals of a com- 
munity and consequently does not want 
to be put into any such position. Dur- 
ing the era of prohibition, a certain 
New England utility company brought 
much scorn upon itself by the unthink- 
ing suggestion of an overzealous off- 
cial that meter readers might report 
evidence of home brewing which they 
might observe during their ordinary 
inspections. Officials who remember 
that incident would never knowingly 
get themselves into a similar situation. 

And yet some state laws require 
communication companies to withhold 
service to some gamblers under the 
penalty of becoming guilty as acces- 
sories. It is a ticklish situation to han- 
dle at best. The rule so far has been 
to permit telephone companies to with- 
hold or withdraw service which they 
know would be used for unlawful traf- 
fic. Even these cases have been vigor- 
ously litigated. 


Certainly the situation is such that 
thought might well be given to some 
regulatory procedure which would not 
only relieve the company of unwar- 
ranted and unpremeditated liability of a 
criminal nature but would also relieve 
the company of the equally undesired 
role of a community reformer, censor, 
or other judge of the morals of its own 
customers. 

Finally, there is the increasingly 
serious problem of the crackpot or 
nuisance call. It is increasingly serious 
because the rapid spread of improved 
automatic or dial equipment is making 
this type of telephone abuse more and 
more difficult to spot, or check. Back 
in the old days of manual switchboards, 
it was a simple matter for an alert 
operator to “trace” a call to the police, 
or fire department, or to any other sta- 
tion on notice of trouble. 


Be” modern dial equipment has in- 
creased the secrecy of telephone 
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service to the public so that it almost 
defies detection. This is not generally 
known, and properly not publicized in 
the lay press. But it is a fact that it is 
necessary, even in cases of advance 
notice, to “hold” a crackpot caller (by 
one subterfuge or another) on the line 
for a minimum of at least fifteen min- 
utes before the call can be “traced” to 
any originating dial station. Even the 
“poison letter” writer of former years 
would be a cinch to catch up with by 
modern methods. But he (or she) has 
given way to the anonymous nuisance 
caller. 

Last December the telephone bell at 
Scotland Yard in London was tinkling 
overtime when the epidemic of tele- 
phoned bomb threats began. Police 
were dashing from one threatened spot 
to another, playing a not very funny 
game of hide and seek with a gruff- 
voiced caller who multiplied like an 
amoeba. 

On December 16th, when asked for 
the latest score, the Scotland Yard 
press informant looked at a clock read- 
ing 6:58 and said, unperturbed, 
“Hmmm, we are going up at 7 our- 
selves. We got that word at 4:20. An- 
other threat for Euston station adds up 
to about eighteen calls to date.” 

Calls forecast explosions at a range 
of London landmarks, including rail- 
way stations, a newspaper office, the 
Greyhound stadium, and a restaurant. 
Scotland Yard and the General Post 
Office, which controls the British tele- 
phone system, worked out a scheme 
during the week end by which police 
could be directed to the scene of a call 
within two or three minutes. But calls 
from scattered public kiosks netted no 
suspects. 

The will-o’-the-wisp telephonist be- 


gan with threats to blow up Scotland 
Yard and the Marble Arch. Patrols at 
both spots were reinforced, and news- 
papers raised up their headlines. 


F grary to Victoria station ar- 
rived by mail. Other threats 
since have named Paddington station, 
the Royal Artillery Records Office, 
Shepherds restaurant at Mayfair, the 
Daily Mirror, Walthamstow Grey- 
hound stadium, the London Passenger 
Transport Board, and various under- 
ground stations. 

Some calls went to Scotland Yard, 
some directly to allegedly doomed 
spots. The message was usually suc- 
cinct : “Your building will be blown up 
this afternoon,” or, ““You had better 
clear Goodge street station in half an 
hour.” 

At first, crowds were hustled out of 
some of the threatened places, but the 
bomb warnings later were treated more 
skeptically, and a thorough search of 
the premises sufficed. 

Summing up, it would appear that 
crime by telephone is here to stay for 
two main reasons: (1) The increasing 
use of the telephone as a means of social 
communication is spreading or becom- 
ing available to a greater and greater 
proportion of the mass population ; and 
(2) the increasing use of dial equip- 
ment is making detection more difficult 
and the criminals are getting wise to it. 
Thus the telephone industry is con- 
fronted with the anomalous situation 
that criminal abuse of the telephone is 
likely to increase by very reason of its 
efforts to improve its service to the 
public and make it available to more 
people. 

Corrective efforts at this stage would 
seem to be mostly in the legalistic field. 
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Principal statutes may be jacked up to 
plug loopholes by which criminals by 
telephone can escape. On the other 
hand, the right of the American people, 
as a whole, to confidential communica- 
tions, as the late Justice Holmes said in 
the famous wire-tapping case, is more 


important than catching or convicting 
an occasional criminal. Maybe future 
technology will bring forth detective 
devices which are practical and not too 
expensive. Meanwhile, the situation is 
a mess and getting no better by the 
minute. 








The Need for “New Money” 


“.. Some individuals may view a decline in the stock market 
as nothing more than just retribution for speculators, but such is 
a narrow and shallow view, for new capital must be had by in- 
dustry if it is to expand production, provide jobs for our work- 
ers, and raise the standard of living. The bulk of such new capital 
must come from the security markets and, when they are unable 
readily to absorb a volume of new issues, only a fraction of that 
necessary for full prosperity, something clearly is wrong. We 
need, it seems to me, to revise the SEC [Securities and Ex- 
change Commission] restrictions on new security issues and on 
the securities markets so that new capital can be supplied where 
it is needed. The SEC seems to sense that this is the case for it 
has asked for suggestions as to what changes should be made. 
That is a wise step for it is urgently necessary that the needed 
chanyes be made promptly so that industry can obtain the new 
funds required to translate into reality the vast potentials for 
prosperity which now exist. Finally it ts imperative that Federal 
Reserve margin regulations be relaxed. It is anomalous that at 
a time when credit is made available on spectacularly generous 
terms for the purchase of homes, not a dollar of credit is per- 
mitted to those who wish to become part owners of the mortar, 
bricks, and machinery our major industrial concerns need if 
they are to expand production. Borrowing on securities is not 
always for speculative purposes and I am persuaded that there is 
hardly a more productive use for credit in the broader sense than 
by investors who wish to buy the new securities of corporations 
whose expansion is necessary if we are to have full employ- 
ment.” 
—Murray SHIELDs, 
Vicepresident, Bank of the Manhattan Company. 
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How to Foster Community 
Development 


An interesting area experiment in promoting the 
local community which is worthy of attention in the 
utility industry generally. 


By A. C. SPURR* 


PRESIDENT, MONONGAHELA POWER COMPANY 


ECENTLY, in one of my periodic 
R letters to all employees, I dis- 
cussed the importance of aiding 
in community development and of the 
obligation which each of us who 
makes up the working force of the 
Monongahela Power Company owes to 
our community. It was merely a “fam- 
ily” letter, reviewing the efforts of our 
territorial development department to 
help in the building of better com- 
munities and urging individual em- 
ployees to follow the same course. 
The response of employees has been 
voluntary and, I might add, en- 
thusiastic in many cases, without the 
company holding pep meetings or as- 
signing individuals to community 
projects. The real influence, tomy way 
of thinking, has been example. Our 
people have been numbered among 
community leaders for. many years. 
When territorial development became 
an active and result-producing project 





*For personal note, see “Pages with the 
Editors.” 


of the company, and the public came to 
recognize the leadership that the com- 
pany was furnishing in the entire area 
which it serves, other employees got 
the idea. 


| ae heard more than one of them 
express the thought that, inasmuch 
as the company is into this or that 
project and thinks it is worth while 
from a company standpoint, I suppose 
it’s good for me, too. 

That attitude on the part of the com- 
pany’s employees is only one of the 
factors, however. Another is that any 
community with a job to be done is in 
the market for leaders and workers— 
and they naturally turn to friendly and 
cooperative sources that are able and 
willing to do a job. So, our company 
has become a principal supplier of peo- 
ple to do community jobs. We've got 
a large staff of people, talented in al- 
most any administrative field. That’s 
natural for a company that operates in 
an area comprising 33 counties. So, 
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when a man is needed for this or that, 
the sponsors of the project know there 
must be someone in the Monongahela 
Power Company who can do it. They 
know, too, that if the assignment is 
within reason the power company will 
gladly let its employee or group of em- 
ployees participate. 

It is our firm belief that the future 
of our company depends largely on the 
future of the communities we serve. 
You can’t sell something to a person 
who doesn’t have the money or the de- 
sire to buy. By the same token, a poor, 
run-down community isn’t going to use 
nearly as much electricity as the up- 
and-coming community that enjoys 
thriving business and an appreciation 
of good living. That’s why this utility 
company has its territorial development 
department. That’s why we have a 
sizable staff of people working con- 
stantly to improve agricultural econ- 
omy throughout our territory ; employ 
an industrial counselor to help com- 
munities get new industry, a housing 
counselor to help ease the housing 
problems of today and plan for tomor- 
row, and a recreational and tourist 
counselor who is showing communities 
the way to provide community recrea- 
tional facilities and working for 
improvement of the area’s tourist 
business. 


6 ines people are our technical 
leaders. But back of them is a 
large and growing army of volunteers 
—company employees from depart- 
ment heads down to clerks, meter read- 
ers, and line crew men. By example 
much more than by exhortation they’ve 
awakened to the importance of trying 
to be good citizens. 

Our employees who have the “know 


how” are in constant demand, as are 
our facilities. Be it a bond drive, a 
community chest drive, a municipal 
swimming pool, or a ham-and-bacon 
show, a Monongahela man is in the 
picture somewhere, even though the 
company name isn’t mentioned. And, 
it isn’t at all necessary to mention the 
company’s name. The public within a 
community doesn’t need to be told 
about its own people, but if company 
affiliation is constantly thrown in their 
faces they naturally become suspicious. 

One of our employees was lent to a 
city chamber of commerce to work up 
an artificial insemination program de- 
signed to improve dairy herds of the 
area. He spent six months exclusively 
with that project and had an important 
part in its success. 

Members of our engineering staff 
have drawn plans for several swim- 
ming pools in the area, a service that 
was gratis to the sponsoring mu- 
nicipalities. 

When the war came along and took 
a local college coach, our recreational 
counselor stepped in and handled the 
football team for one season, after his 
return from the Far East for the 
American Red Cross. 

Scattered through a city planning 
commission are company employees. 


O NE of our men recently headed up 
a movement to provide a special 
tax levy to help schools of the county. 
Before he was through with it he even 
had me on the radio, speaking for a 
proposition that will cost us about 
$120,000 in additional taxes. 

All these were more or less special 
projects that did succeed in increasing 
farm and community income. This is 
directly in line with our thinking which 
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Sample of Company Letter Sent to 
Employees and Stockholders 


Dear Fellow Employee: 

My purpose in writing this letter is to tell you about the territorial development department 
of our company—and what it is doing and what it means to each of us. I feel this subject war- 
rants your deep interest because, whether or not you realize it, you’re directly involved. In fact, 
you’re a part of that department. 

But first rll try to draw you a word picture of the territorial development department. It has 
been called a “glorified chamber of commerce.” P erhaps that is not far wrong, since the depart- 
ment is mixed up in all sorts of community activities and does a bit of drum beating for civic 
progress. Actually, its job is to aid in commercial, industrial, agricultural, and other phases 
of development seeking to improve the way of living and increase the incomes of our customers. 

The department does not sell electricity or gas or appliances. All members of the staff are 
expected to carry out their varied duties with no thought that what they’re doing will mean 
more immediate revenue for Monongahela Power Company. Community interest comes first. 
Territorial development seeks to integrate the company, its facilities, and its employees into any 
and all worth-while community improvement projects. 

I'll touch very briefly on some of the current activities of the territorial development depart- 
ment: 

It is fostering “Farming for Better Living” in 24 counties, through which nearly 1,800 
farmers are participating in contests that are based on improving farm methods, better crops 
and livestock, and better living. 

It is helping farmers with problems such as farm building construction. 

It is going into the farm home and showing the housewife how methods and appliances 
can lessen work in the home, bringing about greater efficiency and greater comfort. 

It is promoting, through the leadership of a trained soil conservationist, a united rural-urban 
attack on soil erosion—a threatening national calamity unless it is halted. 

It is showing farmer:and merchant how to improve business through proper sales and mer- 
chandising methods and mutual cooperation. 

It is encouraging industrial expansion, helping communities fit themselves for such expan- 
sion, and “selling’”’ the territory to industries that could locate here advantageously. 

It is helping communities to formulate recreational programs, and sparking drives for 
tourist trade development. 

It is working with other civic groups in combating the current housing crisis, and helping 
future home builders plan for the places they’re going to have some day. 





That’s the general story. A complete list of the department’s doings would run far beyond 
present space limitations. Boiled down, the department, through its headquarters and division 
staffs, is keeping the company active in all community efforts. 

As a company we have a definite stake in these activities for at least two reasons. The first is a 
moral obligation to assist in making our territory a better place in which to live. The second is 
the sound business principle that whatever helps a community or the individuals within a com- 
munity will eventually help the company. 

Likewise, each of us has an obligation to his community which can be paid off through par- 
ticipation in community endeavors. And there is the reason for this letter. It is my thought that 
a better knowledge of the workings of the company’s territorial development department will 
provide every Monongahela employee a sound basis for taking an active interest in the develop- 
ment of his or her own community. 

The territory served by the company has made real economic and social progress during the 
past eleven years, but we still have a long way to go. The very best vehicle for such progress is 
community effort and planning. The measure of prosperity which comes to each of us in the years 
ahead will be gauged by what we put into such effort. 

Sincerely yours, 
(Signed) A. C. Spurr 
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is that the customer has to make money 
first before we can. Therefore, we sel f- 
ishly help him all we can so that 
eventually we can make more money. 
And may I remark here that whenever 
we start on a new project or program 
we are very, very frank in saying we 
are in it to make money but that the 
others must make it first before we can 
get a chance at it. We point out in a 
city that the general merchant will take 
about 22 per cent of every new dollar 
of income created; the automotive 
services about 18 per cent; the real 
estate about 17 per cent; amusements, 
etc., about 7 per cent, while we get 1.2 
per cent of the payroll dollar, but that 
justifies our participation. 

There are hundreds of cases similar 
to those mentioned. And I could men- 
tion also a number of instances in 
which our employees have, without 
interference by the company, openly 
and bitterly opposed some of the 
projects that have the fullest endorse- 
ment of the company’s “brass hats.” 
And there, it seems to me, is one of 
the reasons why we’re getting along so 
well. Our employees know that they’re 
free to live their own lives. They are 
asked to do only the specific job for 
which they are hired. When it comes 
to politics, community issues, charita- 
ble appeals, or what-have-you, they’re 
free to follow their own consciences. 
The company, as a company, has care- 
fully avoided any acts that might be 
interpreted as an attempt to place pres- 
sure on its employees in matters not 
directly related to their company duties. 
Participation in community develop- 
ment is not acompany duty. 


pon be it from me to suggest that in 
Monongahela we enjoy exceptional 
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employee relations. That’s a dangerous 
subject at any time, and in these days 
it can change overnight. But I think 
we are fortunate in that the people who 
work for this company have real respect 
for it and recognize the sincerity of its 
effort to be much more than just an 
electric power company. 

We haven’t attempted to enlist em- 
ployees to do the tasks of community 
development. We have, however, car- 
ried on a program of education. 
Through periodic letters to all em- 
ployees, such as the one referred to, we 
have tried to give them informative and 
unbiased résumés of events and policies 
that concern the company, the territory 
we serve, the communities that make 
up the territory, and the employees 
themselves. We've tried to get across 
to them the reason why the company is 
actively engaged in community devel- 
opment and why their own participa- 
tion can react to their own personal 
advantage. 

Personally, I feel strongly on this 
subject of community development. 
Our system of free enterprise has come 
through some shaky years, and has 
faced the threat of being crowded out 
by doctrines that, in their glamorous 
attire, looked inviting to a people whose 
faith in free enterprise had been per- 
mitted to slip. And why? Because all 
of us were forgetting our obligations 
to one another—the obligation of man- 
agement to work for the welfare of its 
community, the obligation of individ- 
uals to be good neighbors, and the obli- 
gation of each of us to think for our- 
selves and to help ourselves. 


A an illustration of what may be 
done for the good of the com- 
munity the West Virginia Chamber of 
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Commerce’s agriculture committee, of 
which I am chairman, has been con- 
ducting what we call rural-urban 
forums—an effort to get businessmen 
to realize that the farmer is as im- 
portant as industrial smokestacks, and 
to get them to think of the farmer and 
his problems as a part of their com- 
munity and their problems. 

The response to these forums has 
been most encouraging. Over at Par- 
kersburg, a meeting sponsored jointly 
by the state chamber, the Parkersburg 
Chamber of Commerce, and the West 
Virginia Bankers Association attracted 
more than 350 people. 

Our company was well represented 
and several of our people took part in 
the discussions. 


I might add here that the principal 
speaker was C. W. Bailey, president of 
the First National Bank of Clarksville, 
Tennessee, and now president of the 
American Bankers’ Association. After 
seeing what we of Monongahela and of 
other enterprises in West Virginia 
were doing, Mr. Bailey offered the 
comment that, if the industry as a 
whole followed a similar course, there 
would be no more TVA’s. 

Well-planned and sound community 
and territorial development is our in- 
surance against further threat to the 
American way of living. And we're 
going to get that kind of development 
only through the united efforts of the 
citizens, individual and corporate, who 
make up the communities. 





<4 UR advocates of central planning point to Great Britain 

O as an example of centrally administered economic con- 
trols without loss of personal freedoms. Speaking quite frankly, 
those statements fall considerably short of the truth. There are 
in Great Britain something like a half-million people who cannot 
leave their jobs without the consent of someone in the govern- 
ment. There are more than 2,000,000 who cannot leave the in- 
dustry in which they are employed without governmental per- 
mission. The well-known Mr. A. A. Milne speaks of the by- 
gone days when a Briton could breathe without signing some- 


thing in triplicate. 


“We are seeing in this country the final destination of at- 
tempts to plan the economy. The experiment in fixing the price 
of meat has resulted in a shortage of meat and that shortage has 
led to suggestions that livestock be forcibly seized. 

“These developments are before our eyes. They are shocking. 
Yet other schemes of control, attractively clothed in slogans 
whose texture is never fairly examined, will be paraded, and 
men who are trustees for the jobs and property of thousands of 
our citizens will lend such schemes their prestige. They will, for 
instance, contribute their money and their time to further a 
scheme of fiscal control, which the honest professorial authors 
frankly state involves a government by a committee of experts 
standing above the President and Congress.” 


—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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New ‘Taxes for Utilities 


A roundup of legislation enacted and pending 
affecting utility taxes as a result of the current state 
biennial sessions. 


By BETHUNE JONES* 


IGHER state public utility taxes 
or broadened authority for the 
imposition of new municipal 

taxes against public utility firms have 
been proposed thus far this year in at 
least 19 states, an early April survey of 
developments in state legislative ses- 
sions throughout the country discloses. 

While 16 of the 44 legislatures con- 
vening in regular session this year, and 
three special sessions, already had 
reached adjournment April 1st without 
enacting any new major state taxes 
aimed solely at utilities, such proposals 
were still pending on a wide front and 
the general trend in state capitals is 
toward a sharply increased spending 
level threatening new direct and indi- 
rect tax burdens for public utilities as 
well as other industries. 

At the recommendation of Governor 
Thomas E. Dewey, the New York state 
legislature made permanent the state’s 
gross utilities tax which heretofore had 
been levied on a so-called “emergency” 
basis. Rejected by the New York law 
mill, however, was an additional 1 per 
cent on top of the existing 2 per cent 


*Professional writer, Red Bank, New Jersey. 


tax on gross income of utilities. Such 
an additional levy, to yield $11,250,000 
a year, had been suggested by Gover- 
nor Dewey as one of a number of 


‘alternative means of financing a pro- 


posed soldier bonus program. In- 
creased cigaret and personal income 
taxes were approved by the legislature 
to go into effect next January Ist if the 
electorate sanctions a $400,000,000 
veterans’ bonus bond issue in a No- 
vember referendum. 


O H10’s legislature reénacted for two 

years the state’s .65 per cent 
utility excise tax for poor relief, with 
an amendment to permit the $2,500,- 
000 annual revenue to be used also for 
“other welfare purposes.”’ Abolition 
of the levy had been advocated by the 
coordinating committee of the Ohio 
Public Expenditure Council. In addi- 
tion to this “temporary” measure, 
Ohio also imposes a 2.35 per cent util- 
ity excise tax. 

A bill to increase assessments against 
public utilities from $275,000 to $375,- 
000 annually for the operation of the 
Ohio Public Utilities Commission was 
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recently passed by the Ohio senate and 
sent to the house. The measure was 
amended to increase the salaries of 
members of the commission from $6,- 
000 to $9,000 a year. 

Ohio cities, meanwhile, are seeking 
enactment of legislation to permit them 
to levy local excise taxes of 3 per cent 
on gross receipts of public utilities and 
municipal taxes of 3 per cent on con- 
sumers’ utility bills. Last year the 
Ohio Supreme Court invalidated local 
taxes on consumers’ utility bills in Co- 
lumbus and Youngstown on _ the 
grounds that the field had been pre- 
émpted by the state. To overcome this 
obstacle, municipal interests subse- 
quently proposed that the state vacate 
the utility tax field and turn it over to 
municipalities. This was opposed, 
however, by State Tax Commissioner 
C. Emory Glander, who suggested in- 
stead that the state might permit mu- 
nicipalities to levy consumers’ utility 
taxes by amending the state’s retail 
sales tax act and the act levying the 
state tax on utility gross receipts to re- 
move limitations on local taxing power. 

In his budget message to the Ohio 
legislature, Governor Thomas J. Her- 
bert also recommended that utilities be 
taxed by both state and local govern- 
ments, with indications that legislation 
to permit such action would be enacted. 


| granmapg in the Pennsylvania legisla- 
ture is a bill to allow local govern- 
ments to tax the real estate of public 
utilities, now exempt. It was estimated 
that the real estate of utilities which is 
now untaxed has an assessed valuation 
of $300,000,000 in the state. 

Being drafted by officials of the city 
of Portland for submission to the 
Maine legislature was a measure to 


authorize a local consumer’s tax on 
sales of telephone, gas, and electric 
service. Portland officials also sought 
legal power to negotiate with the Port- 
land Coach Company on sharing of the 
costs of snow removal and street main- 
tenance on local bus routes. Whether 
these proposed measures would apply 
to all Maine municipalities or only to 
Portland had not been indicated at this 
writing. 

Also under consideration for sub- 
mission to the Maine legislature was a 
proposal to empower municipalities to 
tax personal property of telephone and 
telegraph companies. Under existing 
laws, only land and buildings of such 
companies can be taxed by Maine local 
governments under excise tax on the 
companies gross receipts. 

A Vermont bill would change that 
state’s system of taxing telephone com- 
panies. As originally introduced, the 
bill would exempt telephone companies 
from paying the present state tax paid 
by all utility companies but would al- 
low real and personal property of the 
companies to be taxed by municipalities 
in which the property is located. After 
company representatives warned such 
legislation would result in a spiral of 
further telephone rate increases, a 
house committee recommended to 
amend the bill so that the companies 
would be taxed locally only for land 
and buildings, and continue to pay the 
state levy. Representatives of the com- 
panies indicated the proposed legisla- 
tion would be less objectionable to them 
if so amended to exempt their personal 
property from local taxation. 


Alabama, where recess committees 
have been busy in preparation for 
the May opening of the 1947 legisla- 


APR. 24, 1947 556 





on 
co 
ele 
as 





‘ec 


vr 


‘UM 


NEW TAXES FOR UTILITIES 


tive session, Governor James E. Fol- 
som has asserted his determination to 
increase the state’s tax collections from 
“big utilities and monopolies” by 
bringing them “‘in line with the widow 
in the branch head” in payment of 
property taxes. “Some of the big utili- 
ties and monopolies,” he said, “have 
been getting away with ad valorem 
assessments as low as 45 per cent of 
their valuation, while private individ- 
uals have been required to pay taxes on 
60 per cent.’’ The governor said he 
didn’t know whether his plan would re- 
quire legislation, but declared that 
“whatever it takes, we'll do it.” 

Upward revision of utility taxes also 
was scheduled to come before the 1947 
Florida legislature, convening April 
7th. Terming Florida’s present utility 
tax system “antiquated and inefficient,” 
the citizens’ tax committee, an interim 
study group, proposed a thorough over- 
hauling aimed at gaining an annual in- 
crease of $1,500,000 in state and local 
revenue. Elimination of “discrepan- 
cies, disparities, inconsistencies, and 
discrimination” should raise receipts 
of cities, counties, and the state from 
utility taxes from $7,500,000 a year to 
about $9,000,000, the committee esti- 
mated. 

The Florida interim study group rec- 
ommended that a proposed state tax 
commission be empowered to assess all 
electric power and telegraph property 
as is now done by the state railroad 


assessment board. Declaring that 
Florida lacks a “systematic, well-bal- 
anced utility tax structure,” the com- 
mittee said the job of assessing utility 
values for tax purposes is performed 
by officials whose procedures vary 
“from county to county, from city to 
city, and from cities to counties.” 


Hi utility levies were included 
in tax measures submitted to the 
Rhode Island legislature to carry out 
budget recommendations of Governor 
John O. Pastore. One proposal would 
lift the tax on telephone company gross 
earnings from 6 to 7 per cent, and 
freeze the tax on electric companies at 
23 per cent of gross receipts. The pres- 
ent 2} per cent tax includes a one-half 
per cent emergency tax scheduled to 
expire June 30th. 

Revenue-raising possibilities which 
have been under consideration in Con- 
necticut include a proposal for a utility 
tax, percentage levy on gas, electric, 
and telephone bills to be paid along with 
those bills by utility consumers. While 
such a proposal appeared to have been 
sidetracked in favor of other revenue- 
raising measures, the Connecticut leg- 
islature was at this writing still in ses- 
sion with its revenue problems as yet 
unsolved. 

Increased taxes against public utility 
companies were among several pos- 
sible sources of new revenue suggested 
to the New Hampshire legislature by 


e 


“A BILL to increase assessments against public utilities from 
$275,000 to $375,000 annually for the operation. of the Ohio 
Public Utilities Commission was recently passed by the Ohio 
senate and sent to the house. The measure was amended 
to increase the salaries of members of the commission from 


$6,000 to $9,000 a year.” 
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a state legislative interim commission 
on state finances. The commission esti- 
mated a revenue increase from about 
$30,000 to $130,000 could be obtained 
by revising the franchise tax for pub- 
lic utility companies. 

Apparently not being given serious 
consideration but significant as an indi- 
cation of the extent to which some 
utility tax proposals reach was a sug- 
gestion by Harry Carlson, unsuccessful 
Democratic candidate for governor in 
New Hampshire, that public utilities 
be taxed an amount equal to their own 
expenditures for engineering, legal, 
accounting, and similar services, as a 
means of producing general revenue 
and funds to strengthen the state pub- 
lic service commission and the state at- 
torney general’s office with more com- 
pensation and expert assistance. Carl- 
son proposed a tax of 14 per cent on 
the gross revenue of utility companies, 
which he estimated would yield more 
than $600,000 to the state, leaving 
more than a half-million dollars for 
the state’s general fund after deducting 
the cost of his recommended program 
to make utility regulation more effec- 
tive. 


| aemarig by the Arizona legislature 
over Governor Sidney Osborn’s 
veto was a bill directing the state tax 
commission to make an annual assess- 
ment against electric, gas, and water 
utilities to provide funds for regulating 
such corporations. The measure pro- 
vides for an assessment of one-tenth 
of one per cent on the gross revenues 
of the utilities, to yield an estimated 
total of approximately $31,000 a year. 

Rejected by the Arizona law mill, 
however, was a proposal to include 
telephone and telegraph companies, 


railroads, and mines in a $300,000 real 
property tax survey. 

Halfway through the New Jersey 
legislature at this writing was a bill 
providing a schedule of fees for the 
filing of documents with the state pub- 
lic utilities commission. Sponsored as 
part of an administration plan for put- 
ting state licensing and regulatory 
agencies on a self-sustaining basis, the 
measure calls for fees ranging from $2 
for certain annual report forms to $500 
for applications for approval of securi- 
ties or evidences of indebtedness of 
$1,000,000 or more. 

Proposed early in the year by Ten- 
nessee Utilities Commissioner Leon 
Jourolmon, but not acted upon by the 
now-adjourned Tennessee legislature, 
was legislation to tax and back tax the 
railroad cars which nonresident rail- 
roads have in the state, and to provide 
for state collection of escheats from 
efforts of the state utilities commission 
to obtain refunds from railroads, tele- 
phone, and telegraph companies on rate 
differences. 

Governor Luther W. Youngdahl, in 
his inaugural address, urged the Min- 
nesota legislature to consider the pos- 
sibility of securing additional state 
revenue “from gross earnings of utili- 
ties and railroads.” 


Ao gas tax bill also is pend- 
ing in Minnesota. A house com- 
mittee recently approved a 3-cent tax 
on each cubic foot of natural gas 
brought into the state, an amendment 
of a bill which originally called for a 7- 
cent tax. The 7-cent levy was calcu- 
lated to raise $2,500,000 a year, so it is 
estimated that the 3-cent tax, if ap- 
proved by the legislature, would yield 
slightly in excess of $1,000,000. 
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Highway and Air Carrier Taxes 


¢ gpl and air carriers face the threat of higher taxes in many 

pending state bills. Proposals for increased levies against motor 

carriers and other highway users, to raise funds for expanded highway 

constructions, were introduced in more than half the states and have 

already been enacted in some instances. Aviation gasoline taxes and 

other forms of aviation levies, to raise funds for airport construction, 
also are being sought on a broad scale.” 





Natural gas taxes also have been is- 
sues in several other states this year. 
Montana’s legislature adjourned with- 
out enacting a bill which would have 
required all producers of natural gas in 
the state to pay a license fee. Distribu- 
tors in Montana now pay a tax of 
three-eighths of 1 per cent on each 1,000 
feet on natural gas serviced to users. 

Killed through committee action in 
the Kansas legislature was a bill pro- 
posing a gross production tax on oil 
and gas to raise an estimated $6,000,- 
000 in new revenue annually. Utah’s 
legislature adjourned without enacting 
a special distribution tax of 2 mills per 
1,000 cubic feet on natural gas. 

The Texas House of Representa- 
tives recently approved a bill to tax nat- 
ural gas gathering lines an estimated 
$30,000,000 or more annually. The 
tax levy would be 1.85 cents per 1,000 
cubic feet on natural gas carried in 
gathering lines, excluding that used for 
manufacturing carbon black or rein- 
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jected into the earth. Several other 
natural gas tax proposals were pending 
in Texas, but opposition was mounting 
on the basis that such levies would dis- 
courage the location of new industries 
in the state. 

Wisconsin’s legislature recently gave 
final approval to a bill repealing that 
state’s tax of 7 cents per 1,000 cubic 
feet on natural gas. The measure was 
regarded as a key part of a program 
to bring natural gas into the state. 


Gus pending in Wisconsin at this 
writing, however, was a bill to im- 
pose a 10 per cent tax on local tele- 
phone bills as one of several means of 
raising revenue to finance a proposed 
soldier bonus program. The bill was 
introduced by the house committee on 
veterans’ affairs. 

Proposals relating to taxation of 
publicly owned utilities have been ad- 
vanced in some states. In Iowa, an 
interim state legislative tax study com- 
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mission proposed that municipally 
owned plants and Rural Electrification 
Administration lines be taxed on the 
same basis as private utilities. Reject- 
ed by the Indiana legislature was a bill 
to exempt city-owned utilities from all 
taxes. They now pay some $300,000 a 
year in gross income and other state 
taxes. 

Voted down by a Nebraska legisla- 
tive committee was a measure to change 
the system under which Nebraska pub- 
lic power districts make payments in 
lieu of taxes to governmental subdivi- 
sions. The districts now make pay- 
ments based on the taxes paid by the 
privately owned utilities the year be- 
fore the district was acquired. The re- 
jected bill proposed that a valuation 
be placed on the districts’ property 
each year and that they make payments 
according to the tax levy. The com- 
mittee turned down the bill on the 
grounds that it would be an actual tax 
on the districts’ property, which would 
be unconstitutional. 

Bills to put codperatives on the same 
tax basis as private corporations were 
introduced in a number of states this 
year, as had been anticipated, but none 
had been enacted into law at this writ- 
ing. Prospects for the passage of such 
measures appeared favorable in a few 
instances, however. 


Hr. and air carriers face the 
threat of higher taxes in many 
pending state bills. Proposals for in- 
creased levies against motor carriers 
and other highway users, to raise funds 
for expanded highway constructions, 
were introduced in more than half the 
states and have already been enacted 
in some instances. Aviation gasoline 
taxes and other forms of aviation 


levies, to raise funds for airport con- 
struction, also are being sought on a 
broad scale. 

Utility companies and their investors 
also are confronted with a trend toward 
higher general state taxes. For ex- 
ample, a trend toward expansion by 
the states in the field of individual and 
corporate income taxation threatens to 
sap the benefits anticipated from Fed- 
eral income tax reduction. 

Although 18 states are now without 
any income taxes, this number would 
be halved by proposals advanced this 
year. Of the 30 states already in the 
income tax field, more than half either 
considered increased revenue from this 
source this year or are regarded as 
likely to move in that direction in the 
early future. 

Confronted with a variety of pres- 
sures for greater spending at a time 
when war-inflated receipts from pres- 
ent revenue sources are expected to de- 
cline, the states are searching for added 
revenues on a broad front. Although 
many states are sidestepping the issue 
this year, some through adoption of so- 
called “nuisance” taxes on “luxury” 
products such as cigarets, liquor, etc., 
an increasing number of states are 
moving toward a choice between gen- 
eral sales and income taxes as sources 
of new or increased revenue. 


_ legislature this year 
enacted a 2 per cent sales tax, 
bringing to 24 the number of states 
now resorting to such levies. Pro- 
posals for new or increased sales taxes 
were raised in at least 26 other states 
this year. Although sales taxes are re- 
garded by many revenue experts as of- 
fering the most fertile field for state 
exploitation, political opposition to 
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such levies frequently counters with in- 
come tax proposals based on the famil- 
iar “soak the rich” psychology. To off- 
set this, combination sales and income 
tax programs have been proposed in a 
number of states. 

In an outstanding exception to the 
general trend in state income taxes, Ok- 
lahoma’s legislature this year reduced 
state income taxes one-third. Analysis 
of developments in state capitals, how- 
ever, reveals virtually no prospect for 
similar reductions in any of the other 
present income tax states, although 
previously reduced rates are being con- 
tinued in some instances. That the fu- 
ture life of such cuts may be limited was 
indicated when Iowa’s legislature en- 
acted a bill to continue a 50 per cent re- 
duction in that state’s income tax for 
1946, payable this year, but to return to 
the full rate on 1947 earnings, payable 
next year. 


N™ York state’s legislature also 
continued a 50 per cent income 
tax abatement for the present year and 
a 25 per cent cut in business and corpo- 
ration levies. At the same time, how- 
ever, it approved a 20 per cent increase 
in the present income tax rates to go in- 
to effect next January Ist if the voters 
ratify a proposed soldier bonus bond 
issue at next November’s election. 

An income tax increase was enacted 
by the Arkansas legislature, while pro- 
posals for increased revenue from in- 
come taxation also were raised this year 
in Alabama, Colorado, Georgia, In- 
diana, Maryland, Massachusetts, Min- 
nesota, Montana, Oregon, Utah, Ver- 
mont, and Wisconsin, with action still 
pending in several instances. Similar 
future proposals loom in Delaware, 
South Carolina, and Virginia. 
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N* income taxes have been pro- 
posed this year in a number of 
states, including Connecticut, Maine, 
Michigan, Nebraska, New Hampshire, 
Nevada, and Rhode Island. Although 
already rejected in some instances, they 


are still receiving serious consideration 


in others. 

One of the significant developments 
in pending state income tax legislation 
is the appearance in a number of states 
of proposals to shift a greater part of 
the burden to those in the higher in- 
come brackets. The Arkansas measure 
was of this type, with similar action 
proposed in Alabama, Massachusetts, 
South Carolina, and Vermont. 

At the recommendation of Governor 
Ben Laney, the Arkansas legislature 
enacted a state income tax law revision 
raising exemptions for single and mar- 
ried men by $1,000, but allowing only 
half credit for income taxes paid to 
the Federal government instead of the 
full credit heretofore permitted. It 
was estimated that the changes, taken 
together, will release approximately 
5,000 taxpayers from paying any state 
income tax, but will produce a net in- 
crease in revenue from this source of 
approximately $1,800,000. 

Before the Vermont legislature at 
this writing was a proposal by Gover- 
nor Ernest W. Gibson for the enact- 
ment of a graduated income tax of 1 to 
4 per cent. Intended to replace the 
state’s present income tax levied on a 
flat 2 per cent basis for earned income 
and 4 per cent for unearned income, 
the proposed graduated tax would yield 
an estimated additional $2,000,000 
biennially. 


ls found in pending legislation are 
examples of efforts to make cor- 


APR. 24, 1947 








PUBLIC UTILITIES FORTNIGHTLY 


porations bear a greater share of in- 
come tax increases than individuals. 
In Maryland, for example, Governor 
William Lane proposed increases in 
the state income tax to raise $6,528,000 
additional revenue a year, with the rate 
on individual earned income to be in- 
creased from 2 per cent to 24 per cent, 
while the rate on corporate income 
would be upped from 14 to 4 per cent. 
If enacted, the proposed Maryland 
changes would not become effective 
until next year. 

An extreme income tax plan intro- 
duced early this year in the Massachu- 
setts legislature would raise an esti- 
mated $250,000,000 annually. De- 
signed to replace the present Massa- 
chusetts system, under which the state 
levies a tax of 14 per cent on all earned 
income beyond a $2,000 exemption, the 
proposed legislation would allow a $6,- 
000 exemption and fix a flat tax of 30 
per cent on all income beyond that 
amount. The proposal also would levy 
a flat 30 per cent tax on the net income 


of all domestic business, domestic man- 
ufacturing, foreign and public service 
corporations doing business in the 
state. Such corporations now pay from 
23 to 6 per cent on net income, with no 
exemptions. 

Several states this year have been 
considering community property laws, 
to permit dividing the income of one 
spouse between the husband and wife 
for Federal income tax purposes, as is 
already allowed the residents of nine 
states — Arizona, California, Idaho, 
Louisiana, Nevada, New Mexico, Ok- 
lahoma, Texas, and Washington. Such 
bills were proposed in Arkansas, II- 
linois, Indiana, New Hampshire, Penn- 
sylvania, Oregon, Rhode Island, and 
Colorado, but had not been enacted by 
any at this writing. A resolution intro- 
duced in the South Dakota legislature 
memorialized Congress to accord such 
benefits to the residents of all states. 
Such a bill is now before Congress, 
with a billion dollars in Federal tax rev- 
enue involved. 





a & HE officers of a private corporation seeking its own 
ends find the object of their efforts in the accumulation 
of business profits, unrestrained by any other law, as a rule, 
that is to be found in penal legislation. But the objective of busi- 
ness profits ts in itself a restraint and a guide to their actions 
and, above all, a check on extravagant expenditures and on in- 
efficiency. The corporation created and utilized as a govern- 
ment agency, however, operating on a capital for which it has 
no accountability, and which has been drawn from the public 
treasury with a prospect of further access to public funds in 
time of need .. . has none of these restraints; and its objective 
may depart ever so far from congressional intent without a test 
or any standard by which its full accomplishment or failure 
may be measured. These concerns become primarily spending 
agencies without the restrictions and obligations imposed by... 
invested capital upon private corporations which are to be tested 


by profits earned.” 


—CarTER GLASS, 


Late U. S. Senator and ex-Secretary 


of the Treasury. 
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Washington and the 


Utilities 


Gas Men and FPC Curbs 


F the Independent Natural Gas Asso- 
I ciation is representative of the feeling 
throughout natural gas business circles 
generally there will be no letup in the in- 
dustry’s efforts to get some limitation, by 
statute or otherwise, on the regulatory ac- 
tivities of the Federal Power Commis- 
sion. This was made very clear by the 
association’s press representative, Louis 
E. Whyte, in a well-attended press con- 
ference in New York city on April 2nd. 
Mr. Whyte said additional quantities of 
natural gas would be made available for 
interstate transportation if definite limits 
were placed on the regulatory activities 
of the FPC. 

He blamed the FPC for following 
policies which he said had unnecessarily 
prolonged hearings on proposals for the 
construction of additional pipe lines, and 
thereby contributed to recent shortages of 
gas. Mr. Whyte declared that one reason 
for these shortages was the lack of pipe, 
but another reason was that pipe-line 
manufacturers have been unnecessarily 
delayed in getting their projects approved 
because of long-drawn-out hearings, at 
which coal and railroad interests have 
sought to block these projects. 

This was directly attributable, he said, 
to instances in which the FPC had dis- 
played sympathy for’control of the end 
use of gas. 


| png future supplies of natural 
gas, Mr. Whyte said the FPC was 
retarding production in contravention of 
the Natural Gas Act by imposing ac- 
counting requirements on pipe-line opera- 
tors who produce some or all of their 
own gas, and this unnecessarily limited 
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profits. Asa result of these requirements, 
he said, “some companies are giving away 
gas today.” The situation, he added, was 
not conducive to expansion of drilling. 

Mr. Whyte charged the FPC with “an 
attempt to block legislative action” 
through its recent issuance of a staff re- 
port on the nation-wide hearings on gas 
conservation of last year. 


al 


Hydro Projects Face Heavy Cuts 


DVOCATES of expanded public power 
f  pomen sch by the Federal govern- 
ment face a systematic program of cur- 
tailment on two different fronts, if the 
views of the House Appropriations Com- 
mittee prevail. The cuts will be made not 
only in the proposed budget of Interior 
Department’s Reclamation Bureau but 
also in the War Department’s Civil Func- 
tions Bill, which includes appropriations 
for flood-control projects. 

Early in April the Interior Department 
subcommittee of the Appropriations 
Committee completed action on that bill, 
and, although details were not available 
at the present writing, it was indicated 
that Interior’s budget had been cut about 
50 per cent. The subcommittee limited 
Reclamation Bureau spending to a total 
of less than $100,000,000, which includes 
about $42,000,000 in the reclamation 
fund. 

Something new has been added which 
is not likely to prove too popular with 
the Reclamation Bureau—that is the ear- 
marking of funds for specific projects. 
No longer will the Secretary of Interior 
—as in the days of the old curmudgeon— 
have any discretion to defy the fiscal 
discipline of Congress by shifting around 
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“unexpended balances” to this or that 
project as he might see fit. In fact it was 
just such activity by the former Secretary 
of Interior Ickes, in building transmis- 
sion lines for which the House had specif- 
ically denied funds, that caused the Re- 
publican majority to “lay for’ the In- 
terior Appropriations Bill on this point. 
Mr. Ickes got away with it and even 
managed to work out some fancy legal 
justification in the form of an ingenious 
double-talking opinion by former Under 
Secretary Abe Fortas. But it seems to be 
making things tougher for Ickes’ succes- 
sor, Secretary Krug, who has never in- 
dicated any rebellious attitude on spend- 
ing money in a manner displeasing to 
Congress. 


Wi the subcommittee cuts hold up 
as the Interior Bill progresses 
through Congress? Probably not—not 
all of them at least. Several of the reduc- 
tions made in the subcommittee were ac- 
complished by the closest majority and 
with the spirited aid of the full committee 
chairman, Representative Taber (Re- 
publican, New York). Some of the west- 
ern members are going to make a spirited 
fight on the floor of the House. 

Just guessing from past performance, 
it would seem that there is a fair chance 
that one or two items will be put back 
into the Interior Department Appropria- 
tions Bill on the floor of the House—but, 
more likely, the restoration of local proj- 
ects will get sympathetic treatment in the 
Senate, which shapes up the prospect of 
another interesting conference commit- 
tee—a perennial feature. 

One feature of the subcommittee ver- 
sion of the bill, which is likely to stand 
up in the House and which the House 
will make a spirited battle for—against 
any elimination in the Senate—is 
the power division. For several years now 
Congressmen have been asking questions 
as to just what this division is doing to 
justify its existence in view of other pub- 
lic power units in Interior. This year, it 
looks as if the division will have to take 
a trimming. The subcommittee thought 
so anyhow. 


A two-sided rebellion is looming 
against attempts within the Appropria- 
tions Committee to cut down flood-con- 
trol funds in the War Department Civil 
Functions Bill. An over-all cut of some 
40 to 50 per cent was expected in the 
committee bill. But a determined band 
of southerners, led by Senator Overton 
(Democrat, Louisiana), is out to fight 
these reductions, which would affect local 
projects, chiefly in the South. Another 
group has taken a more original but per- 
haps less hopeful line in trying to get 
the southern states tucked into the group 
of western states which now enjoy (by 
statute) the benefits of the reclamation 
fund. Realizing that flood-control bene- 
fits will increase in the Senate, their idea 
is to get back some projects via the rec- 
lamation fund. Steps to have Louisiana 
and Arkansas included as reclamation 
states have already been introduced in 
Congress. But, with the competition for 
the diminishing amounts in the reclama- 
tion fund growing keener among states 
already entitled thereto, it looks likealong 
chance for the southerners to crash this 
hitherto exclusively western barbecue. 


* 
War Secrets Aid Gas Fuels 


HEN the victorious Allied army beat 

Germany into submission and rub- 
ble, American technical experts followed 
the heels of the triumphant legions almost 
before the dust of battle had settled. One 
of the things they were looking for was 
the secret of how Germany, with only a 
tiny reserve of gas and oil, was able to 
keep her war machine rolling for so many 
months and in such impressive fahion. 
It was known, of course, that the coal of 
the Saar basin and other deposits was 
somehow being cooked into gasoline and 
valuable by-products. 

American technicians brought back a 
pretty good story and the details are just 
beginning to unfold. Altogether, it would 
seem that the German research on syn- 
thetic fuel processes was quite brilliant, 
although the supplemental engineering 
seemed rather sloppy. Details of these 
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processes have been made available to 
industry, and the United States Bureau 
of Mines is following up in codperation 
with American industrial groups. It may 
well be that the strange fruit of this 
enemy research will, in due time, bolster 
the national security reserves of the 
United States. 

Meanwhile, peacetime and civilian uses 
of synthetic fuels are being developed 
along lines which American industries 
have known and understood for many 
years. But the conditions for developing 
these processes did not seem propitious 
until recently. 

One of the most spectacular is the joint 
announcement of the Pittsburgh Con- 
solidation Coal Company and Standard 
Oil Company (New Jersey) that the first 
flexible synthetic fuel plant will be built 
soon. By synthesizing low-grade coal, the 
plant will supply 400,000,000 cubic feet 
of high heat content gas to the Pittsburgh 
area daily in winter (nearly as much as 
the projected capacity of Big and Little 
Inch), and half that amount in summer 
when heating demand is less. The sum- 
mer production would concentrate on 
gasoline and by-products. 


Hees deliveries of natural gas to 
the East coast may follow develop- 
ment of such synthetic plants, which 
would make the new gas available to con- 
sumers in the Appalachian region. Many 
coal mines which have been abandoned 
because of unprofitable low-grade opera- 
tions may be brought back into produc- 
tion because the synthetic process can 
utilize poor deposits of coal and even 
lignite. 

The United States Army, of course, 
is following these developments with 
keen interest because of its concern over 
America’s petroleum reserves in the event 
of another world crisis. 

This brings to mind, of course, the well- 
publicized underground gasification ex- 
periments which the Bureau of Mines 
and Alabama Power Company conducted 
on the properties of Alabama Power. 
These experiments aroused so much in- 
terest that the resulting tests have caused 
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some disappointments. The reason is 
that hopes were raised too high that un- 
derground gasification might prove an 
immediate “open sesame”’ to the exploita- 
tion of many coal deposits which could 
not be profitably mined otherwise. But, 
actually, the tests from the Alabama ex- 
periment are regarded as very satisfac- 
tory by those in control of the project. In 
truth, they would just as soon operate a 
little more quietly—that is, without the 
white light of publicity—so as to get their 
original program of experimentation 
complete. The purpose of the tests was 
not to develop commercially usable gas at 
a practical cost of operation right away. 
It was to find out more about the phenom- 
enon of burning control or underground 
combustion. This the experts are finding 
out and are well satisfied. 

Favorable reports have been rendered 
by similar experiments currently in Bel- 
gium and Russia. One Soviet test is ex- 
pected to yield 100,000,000 cubic feet of 
gas daily by 1950, say Bureau of Mines 
officials. 


¥* 


TVA Accounting 
T General Accounting Office has 


recommended that a definite plan 
be adopted for repayment of some $400,- 
000,000 invested by the government in 
power operations of the Tennessee Val- 
ley Authority. The recommendation was 
one of a number set out in a report to 
Congress on the TVA by the GAO’s 
corporation audits division. 

Other recommendations include: (1) 
that TVA pay interest on the entire gov- 
ernment investment in power facilities 
at the present rate paid by the Treasury 
(about 2} per cent) instead of only 1 
per cent on $56,500,000 in TVA bonds 
now held by the Treasury; (2) that 
power operations be self-supporting and 
the government investment therein self- 
liquidating with separate books on power 
and flood control; (3) that Congress 
segregate appropriations; and (4) that 
TVA be given discretion over temporary 
use of unappropriated funds to meet 
current operating requirements. 
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FCC Quiz under Way 

To long-awaited congressional in- 
vestigation of the Federal Commu- 
nications Commission is finally becoming 
a reality. Representative Charles A. Wol- 
verton of New Jersey, chairman of the 
House Interstate and Foreign Commerce 
Committee, dropped House Resolution 
165, calling for just such a probe, into the 
bill hopper last month, and details of the 
extent of the quiz are now filtering out 
of the committee. The surest thing to say 
about the investigation right now is that 
it will be a long one. Permission has been 
granted the committee to sit at any time 
it wants to, whether Congress is in session 
or not, and any place it chooses in these 
United States. And the committee is likely 

to use its privileges all through 1947. 
There is a strong possibility that a sub- 
committee will be appointed, since the di- 
versified duties of this important commit- 
tee are beginning to clog the wheeis of 
congressional progress. Chairman Wol- 
verton has been trying to get a line on 
the preferences of his group so as to 
make the best assignments to subcom- 
mittees, This is a ticklish job, mainly be- 
cause he has ten new Republican mem- 
bers this term on the committee. Obvi- 
ously he must learn something about his 
membership before he can put them in 
positions of authority. Representative 
Lea, Democrat of California, will prob- 
ably head the minority side of the FCC 
subcommittee. In 1944, Lea inherited the 
remnants of the old Cox Committee 
which made an ill-starred attempt to in- 
vestigate FCC during the war. The vet- 
eran Californian has been a power in 
communications on Capitol Hill for many 
a year, Other assignments are indefinite. 


Exchange Calls 


And Gossip 


HE probe is aiming at general over- 

hauling of the Federal Communica- 
tions Act, untouched by legislative hands 
since written in 1934. Representative 
Wolverton has already said that the probe 
will not be a “witch hunt,” but there will 
be more than one skeleton unearthed, par- 
ticularly from the grave of that earlier 
probe. It does not appear that the present 
commission will fare too badly from the 
House scrutiny. No really loud complaints 
have been registered against the incum- 
bents by this Congress. But Congressmen 
remember that, during the 13-year history 
of FCC, there have been faults found, 
and the statute as it now stands does not 
seem to offer adequate protection for the 
future, General congressional attitude is 
that the Communications Act needs tight- 
ening up—more specific language, sharp- 
er delegation and limitation of power, 
and clarification of FCC’s regulatory ju- 
risdiction over commercial radio. 


a 
No Deep Wire Probe Seen 


‘| and telegraph folks 
should not expect the probe to lead 
to many changes in FCC’s present wire 
policies, although there may be some agi- 
tation to define FCC’s control over bor- 
der-line city cases, where big cities at the 
edge of one state have heavy telephone 
connections in both bordering states and 
are regulated by the states concerned. 
FCC has attempted to muscle in on these 
few situations with no success thus far, 
being slapped down in court years ago. 
But since FCC keeps trying, some Con- 
gressmen want to prevent the commis- 
sion from doing so once and for all, by 
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EXCHANGE CALLS AND GOSSIP 


writing a preventive passage into the law. 

Incidentally, FCC has encountered 
nothing but trouble from the Maryland, 
Virginia, and District of Columbia com- 
missions on its latest try at regulating 
interstate tolls around and through 
Washington, D. C. Seeking to avoid a 
showdown, the Federal commission now 
is arranging a settlement. Early this year 
it sought to stay higher rate schedules 
agreed on by the state commissions. The 
schedules went into effect and are still 
in effect. 

FCC may pull out of this embar- 
rassing position yet, by working out rules 
for “coordinated tariff filings.” 

Another possibility for wire commu- 
nication men to ponder is that the probe 
may develop the thesis that a split com- 
mission—three men on radio, three on 
wire service, with the chairman a mem- 
ber “ex officio” of both sections—can do 
a better job. If this idea turns up as a 
practical one, a move might be made to 
completely overhaul the FCC, rip out 
the present commission, and start all over 
again. That, of course, is a long-range 
possibility, but the split commission 
theory has many backers. It is said to be 
more efficient, since it can process twice 
as much work as the 7-man body “en 
banc.” 


hen scheme was proposed a few 
years ago, but was fought by the 
then chairman, James L. Fly, because it 
stripped him of almost all powers. If the 
duties and authority of the chairman of 
FCC were to be increased under a split 
commission system, it might not be so 
heatedly opposed by the present chair- 
man, Charles R. Denny. Congress is less 
likely to cramp Denny’s powers than it 
was to curb Fly’s. At any rate, all reme- 
dial propositions will get some attention 
from the committee. Little hope is held 
for any amendatory bill being created 
during this session. The real spade work 
will be done later in 1947, even after Con- 
gress has gone home for the year. Legis- 
lative overhauling will actually be under- 
taken at the next session, some time in 


1948. 
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Western Union Still on Spot 


| pe the face of the oncoming congres- 
sional question bee, and despite assur- 
ances that its budget will be sharply cut, 
the Federal Communications Commission 
is busily preparing for its projected study 
of the telegraph industry. FCC asked for 
$375,000 in new appropriations for this 
task, but, at last report, congressional ap- 
propriators had snipped this item off for 
keeps. It is hard to conceive of probe- 
minded Congressmen approving funds 
for an investigation to be conducted by 
the investigatee. In the absence of this 
budget fund, FCC may muddle along on 
its program of sounding out what is 
wrong with Western Union. One phase 
of the commission’s probe was to be a 
check up on telegraph delivery service. 
The frequent use of the telephone in de- 
livering messages has been slated for a 
thorough review for some time. Thus 
FCC would be examining Western Un- 
ion’s service at both ends of the line, 
since its local sending policies are al- 
ready on the carpet. How far either of 
these investigations can go without new 
cash from Congress is debatable, but the 
guess is—not very far. 


a 


Rate Requests Get Yes and No 
Sp old problem of “original cost” 


won another decision over “fair 
value” out in Illinoisrecently. The Illinois 
Commercial Telephone Company had 
gone to the Illinois Commerce Commis- 
sion for a 25 per cent rate increase, and 
presented its case by using as rate base 
evidence the structural value of its prop- 
erty. Roughly, structural value corre- 
sponds to the reproduction cost (presum- 
ably at present prices) of the telephone 
company property. But the commission 
turned the company down and substi- 
tuted “original cost” valuation. Under 
this method of rate base determination, 
the commission regarded present rates as 
reasonable. The company is seeking a re- 
hearing on its application. 
But the rising cost of operation pre- 
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vailed in the judgment of the South Car- 
olina Public Service Commission, when 
it granted a rate increase to Southern 
Bell Telephone Company, amounting to 
$490,000 in annual revenue, The com- 
mission advised the company that the 
rate hike should be considered only tem- 
porary, and subject to later investigation 
and review by the commission. To help 
along this later review, Southern Bell 
has been required to report monthly to 
the commission its average investment, 
operating revenues, and the number of 
stations it operates. This later investiga- 
tion also will probably include consid- 
eration of the study now being made of 
Bell’s Long Lines Department by a com- 
mittee of state commissioners from seven 
southern states. 


* 


Push-button Telephony Coming 


, I ‘HE spring telephone strike threat, 
which seems to be an annual affair, 


has hurried along the Bell system’s re- 
search program in attempting to find new 
mechanizing processes. Telephone men 
figure that the more mechanized telephone 
service becomes, the less the nation has 
to fear from telephone walkouts, as far 
as public health and safety are concerned. 
Telephone experts are reported well on 
their way to success in experiments which 
would permit dial service on long-dis- 
tance calls. Tremendous development of 
automatic service through the use of the 
coaxial cable may be just around the 
corner, say technical staff men. When it 
comes, the impact on telephone personnel 
may well be terrific. There are more than 
100,000 workers in various branches of 
the long-distance telephone service. 
Then, too, there are reports of a new 
type of mechanical accounting tape, which 
records every call and totals up each cus- 
tomer’s bill with the flick of a switch. 
When new mechanization methods are 
ready for public use, it will be a new 
problem for management and unions to 
shift these workers to other departments. 
Bell officials insist that more automatic 
systems will not necessarily mean reduc- 


tions in workers, and the unions will cer- 
tainly fight to see that there won’t be. 
Still, if fewer employees are required in 
operating capacities, future labor disputes 
can be carried on without any real threat 
to disruption of the nation’s business and 
personal life. It will, of course, take a 
weapon out of union hands, but individ- 
ual states and perhaps even the Fed- 
eral government are already taking steps 
to abridge the right to strike of employees 
in vital industries, By removing the bulk 
of telephone workers from the “vital” 
category, their right to strike can be re- 
turned to them. It’s a thought, anyway. 


5 
Telephone Neuroses Noted 


yer new has been added to our 
list of distinguished mental aberra- 
tions, now quite fashionable to these 
hectic times. The medics call it “telepsy- 
choneurosis” and it is perhaps best de- 
scribed as telephone buck fever. But it 
seems to affect different people different 
ways. Early in April it produced in this 
country an epidemic of “emergency” pa- 
tients, who reported all sorts of strange 
hallucinations in order to get a telephone 
call through a strike-bound switchboard. 
Just when telephone service was at its 
nadir, the matters of “life and death” 
reached their zenith. 

This “emergency” plea was invoked to 
get down a wad on a “sure thing” at the 
Bowie race track, to round up thegirls for 
a coke and sandwich at the drugstore, and 
to see if hubby really was working late 
at the office. Emergency service also man- 
aged to take care of emergencies. Some 
deeds of telephone customers were noble 
and fine; others were not. Harried emer- 
gency operators reported world records 
were set in the number of stricken rela- 
tives, blessed events (one to five arrivals 
per parent), and million-dollar deals 
which needed only telephone confirma- 
tion. Refusals of patently phony emer- 
gency requests were greeted with some 
hysteria, sometimes profane. Diagnosis 
of the mania was simple, but prevention 
and treatment were difficult. 
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Financial News 


and 
Comment 


By OWEN ELY 


Preferred Stock “Stubs” 


T is becoming the practice in utility 
holding company integration plans to 
postpone the decision as to whether the 
preferred stockholders should receive re- 
demption premiums. Preferred stock- 
holders may advance the argument that 
charter or other contract provisions do not 
apply, since the corporation is being dis- 
solved (or the preferred stock retired) 
under the mandate of the Securities and 
Exchange Commission and the Federal 
court, rather than under ordinary corpo- 
rate procedure, Counsel and other repre- 
sentatives of the preferred stockholders 
are making increasing use of the “invest- 
ment value” theory; 1.e., they argue that 
the stock would normally be worth more 
than par under present market conditions 
and that the holders should not be 
penalized by being given only the par 
value (plus arrears if any). 

The SEC, recognizing that the issues 
involved have not been fully threshed out 
in the courts, has adopted the “stub” idea 
as a means to expedite dissolution pro- 
cedure without waiting for the lawyers 
to carry the issue over premiums to the 
Supreme Court. Thus “stubs” have been 
given to the Electric Bond and Share 
Company preferred stockholders and are 
contemplated for American Water 
Works & Electric Company, Engineers 
Public Service Company, etc. However, 
in the Engineers Case, the opposing legal 
groups representing the common and 
preferred were unwilling to agree on the 
use of “stubs” (plus an escrow fund) 
and some highly technical issues have 
been raised, which the Federal court is 
now considering. 
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N the case of Electric Bond and Share 
I stubs the company has now filed Plan 
II-B with the SEC, claiming that “the 
payment to preferred stockholders of 
more than $100 per share, plus the 
amount of accumulated dividends, would 
unjustly enrich such stockholders at the 
expense of common stockholders.” The 
arguments advanced by the company may 
be briefly summarized as follows: (1) 
The liquidation of a substantial part of 
the company’s portfolio (when com- 
pleted) will in effect liquidate the present 
business and require organization of a 
new business with the remaining assets ; 
hence preferred stockholders under char- 
ter provisions should receive only $100, 
whether the liquidation be considered vol- 
untary or involuntary. (2) With respect 
to investment value, the company’s earn- 
ings during 1942-45 were insufficient to 
cover the preferred dividend require- 
ments. (3) In paying $100 to preferred 
stockholders, the company. has repaid 
them by an amount greater than the 
amount of capital which they originally 
contributed, while the equity of the com- 
mon stockholders amounts to a fraction 
of the total contributed by them. 


¥ 


The Importance of Accounting 
Policies 

, I SHE security buying public is seldom 

aware of the importance of account- 
ing rules and policies in relation to secu- 
rity values. And this applies with special 
force to public utility securities, During 
the 1920's, unfortunately, standards were 
lax with respect to depreciation appro- 
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priations and reserves, and property ac- 
counts were frequently written up on 
transfers of ownership. 

But the investing public may not 
realize the extent to which the pendulum 


has swung the other way. Depreciation, 


charges in some cases now appear to be 
excessive, if the rapid growth of reserves 
is any indication. Plant accounts in many 
cases have not only been written down to 
cost of acquisition but (by amortization 
or arbitrary write-offs) are being further 
amputated to “original cost when first 
devoted to public service.” 

The accounting policies adopted by 
Federal and state regulatory bodies not 
only regulate the method of accruing and 
reporting utility earnings but may also 
have a direct bearing on utility earning 
power through the medium of the “rate 
base.” If the commission having juris- 
diction over the rates of the utility in 
question decides to accept original cost 
less depreciation (plus allowance for 
working capital) as a rate base, this may 
mean that part of the investment has been 
confiscated. A theory was developed in 
Washington during the 1930’s that the 
investor’s interests should be sacrificed to 
those of the consumer. The old idea that 
rates and earnings must be adequate to 
“attract new capital” has only been kept 
alive because the state commissions, to a 
considerable degree, have refused to fol- 
low the lead of Washington and fix rates 
on the basis of “original cost,” retroactive 
straight-line depreciation reserves, spe- 
cial treatment of the reserve as the 
property of the consumer, and a rate of 
return geared to declining interest rates. 
Had all these theories developed by the 
Federal commissions been rigidly applied 
with respect to rate regulation by the state 
commissions, the earnings of the average 
utility company would be considerably 
lower, and equity financing would have 
been deferred. 


EGARDLESS of the effects of account- 
ing policy on actual earnings, it is 
important that investors should not be 
misled by the form in which the earnings 
statement is set up. It has always been a 


policy of the accounting profession that, 
so far as possible, abnormai and non- 
recurring changes should be relegated to 
the profit and loss account or balance 
sheet, while the income statement should 
reflect as accurately as possible the “nor- 
mal” current earnings. Yet the SEC, in 
its treatment of special amortization 
items and resultant savings in Federal 
taxes, has tried to maintain its theory 
that the income account is strictly an his- 
torical record of the year’s transactions 
and that no adjustment is desirable. 

The novel theories and arbitrary poli- 
cies adopted or advocated by the Federal 
commissions in recent years might have 
proved as much of a handicaptothe utility 
companies as were the loose and inade- 
quate standards of accounting employed 
by holding company promoters in the 
1920’s. In those days share earnings were 
overstated in relation to capitalization in 
order to sell new securities; nowadays 
earnings are sometimes overstated in re- 
lation to the investment so that rates can 
be cut. Both ways the investor suffers. 

The modern trend in utility accounting 
has been well described and documented 
by George O. May in an article titled 
“Authoritative Financial Accounting” in 
the Journal of Accountancy for August, 
1946. 

He attributes some of the current dif- 
ficulties to conflicts of opinion and pol- 
icy between the different Federal 
agencies. 

It is unfortunate that each commission 
usually has an “axe to grind” just as the 
early promoters had. Until accounting 
regulations are freed from these special 
motives and regulatory crosscurrents, in- 
vestors must continue to read “between 
the lines” and interpret accounting state- 
ments in the light of these special consid- 
erations. Greater codperation is neces- 
sary between the legal and accounting 
professions. As Mr. May states: 

The whole concept of the nature of capital 
stock needs reconsideration. Few, if any, of 
the corporate laws of our states rest on a 
sound understanding of modern accounting 
... Regulatory bodies, too, have an import- 


ant part to play. But accountants believe 
that new rules or procedures should first win 
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FINANCIAL NEWS AND COMMENT 


the approval of those whose authority rests 
on professional skill, experience, and judg- 
ment, and that the function of those whose 
authority rests upon law should normally be 
exercised to encourage the adoption of and, 
in due course, to assist in the enforcement of 
principles and procedures which have se- 
cured that approval. 


* 


Recent Prospectuses Include 
Essential Share Figures 


EFERRING to our comment on pro- 
R spectuses in a recent issue of this 
department, pointing out that share 
earnings figures and ratios were not sup- 
plied, some of the more recent prospec- 
tuses have proved helpful in this respect. 
Thus the prospects for Cleveland Elec- 
tric Illuminating Company gives a 9- 
year record of share earnings and a 10- 
year table of dividend payments. The 
red-herring prospectus for Atlantic City 
Electric Company common stock shows 
total earnings and dividends on common 


stock averaged for three periods: five 
years, 1942-46, ten years, 1937-46, and 
twenty years, 1927-46. However, no at- 
tempt was made to pro forma the figures 
for earlier years. 

The red-herring prospectus for New 
England Gas & Electric Association gives 
share earnings on the common stock in 
eight different ways, the figures ranging 
from 96 cents to $1.37. They are stated 
on a consolidated and parent company 
basis, and in each case are reported with 
and without the Maine and New Hamp- 
shire subsidiaries (which may be sepa- 
rated) ; and each of these four results 
is reported both before and after sinking- 
fund requirements. Such information is 
of special value in appraising the stock, 
which is currently selling 10% com- 
pared with the price of 9 at which rights 
were offered. In the red-herring prospec- 
tus on South Carolina Power Company 
common stock, earnings and dividends 
per share appear at the bottom of the 
summary of earnings. 
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PUBLIC UTILITY SECURITY OFFERINGS IN FIRST QUARTER OF 1947 


Date of Moody Security Amt. Offering Principal 
Offering Rating Bond Issues (Mill.) Price Syndicate Head 
1/22 A N.Y. State Elec. & Gas 23/77 ......... $ 13.0 $102.88 Halsey, Stuart 
Feb. Canada Elec. Ist 348/67........s.e00. 1.5 101 Royal Securities 
Mar. Bell Tel. of Canada Ist 3s/77........ 35.0 102.50 A. E. Ames 
3/18 Aa ‘Cons. Edison Ist & ref. 23/82........ 100.0 102.85 Morgan Stanley 
Mar. Lower St. Lawrence Pr. Ist 34s/65.... 1.0 100 Gairdner & Co. 
3/25 Aa Amer. Tel. & Tel. deb. 23/82.......... 200.0 100.75 First Boston 
3/27 Ba Citizens Utilities Ist & coll. 34s/72.... 4.5 103 Lee Higginson 
3/26 A Southern Counties Gas Ist 3s/77....... 6.0 107.50 Halsey, Stuart 
Preferred Stocks 
1/16 *Birmingham Elec. 4.20% pfd. ...... $ 4.5 $100 First Boston 
Jan. Seymour Water 5% pfd. ............ = 26.50 Smart & Wagner 
Jan. North Pittsburgh Tel. 44% pfd. .... E 100 
2/4 Southwestern Assoc. Tel. $2.20 pfd... 1.6 50 Paine, Webber 
2/6 N. Y. State Elec. & Gas 3.75% pid... 15.0 102 Harriman Ripley 
2/11 *Northwestern Pub. Serv. 44% pfd... 2.6 107 First Boston 
2/26 Southwestern Pub. Serv. 3.90%....... 2.0 102 Dillon, Read 
3/25 Delaware P. & Lt. 3.70% pfd. ...... 5.0 102.77 First Boston 
No. Shares 
Common Stocks (000 Omitted) 
1/22 ee 119 $ 10.00 Sills, Minton 
1/30 Central & South West Corp. ........ 1,342 12.00 Lehman Bros. 
2/11 Northwestern Pub. Serv. ............ 410 13.50 First Boston 
3/6 ae rr ee 125 9.50 Paine, Webber 
3/6 Oltahomn Ges & Else. ......ccccce. 140 39.50 First Boston 
3/12 Peoumtnis States PF. 6... ccccccccecs 141 34.50 Blyth 
3/12 Northern Indiana Pub. Serv. ........ 383 18.75 Blyth 


*Public offering of balance of issue after exchange offer. 
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Monthly Utility Gas Sales 
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N a talk on “Modern Business Giants,” 
I at Allegheny Colloge, Meadville, 
Pennsylvania, recently, A. W. Robert- 
son, chairman of the board, Westing- 
house Electric Corporation, gave an il- 
luminating picture of the contribution of 
this type of free enterprise to national 
unity and better living. 

Prefacing his remarks with these 
words, “The giant sequoias of business 
grew big and strong because the economic 
climate of the past three generations 
favored such growth,” and following a 
brief comment upon isolated examples of 
big business in past centuries, he stated 
that 


The first evidence of big business organ- 
ization in America is to be found in our rail- 
roads and telegraph and telephone compa- 
nies. As invention and development of things 
susceptible of human use progressed, busi- 
ness developed to make use of them; or, truer 
stated, business expanded to make the new- 
ly invented thing or service available, No 
business ever grew unless it was furnishing 
something the people wanted and were will- 
ing to pay for. In the early stages it was 
necessary to go through a long period of 
pioneering education before anyone knew of 
a new service and had any use for it. It al- 
ways started as an expensive luxury, devel- 
oping into a daily necessity familiar to mil- 
lions of persons. Any other road did not 
lead to bigness. 

With the development of better transporta- 
tion of goods and people through the rail- 
roads, and of communication of thoughts 
and words through the telegraph and tele- 
phone, the setting was right for the growth 
of nation-wide business. New scientific 
knowledge stimulated invention. New ideas 
sprang up like mushrooms. Material for the 
more abundant life multiplied at an unheard 
of pace. As man climbed higher on new things 
his horizon broadened. It was a colorful pe- 
riod of life that most persons thoroughly en- 
joyed. Each individual was a part of an ex- 

panding universe, The old order was break- 
down on all sides, yielding place to new 
and better ways. 

This new system of providing special 
goods and services for the world developed 
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What Others Think 


Big Business Organizations—Are They 
Man’s Greatest Invention? 





at fantastic speed and soon dominated our 
civilization. As each new thing was devel- 
oped, the way of life of people changed and 
they found other needs which other people 
were able to make and supply. And America, 
the home of big business, the land of plenty 
with more and more of everything in fan- 
tastic extravagance, became the envy of the 
world, Immigrants poured in. It was inevita- 
ble that, in such an atmosphere, people of 
superior managerial ability should develop 
superior organiz: ations to furnish things that 
the growing needs of the people demanded 
and were willing to pay for. Undoubtedly, if 
increase in the standard of living is a fair 
measuring stick, the public got value re- 
ceived; and the maker of the product, 
through improvements in his manufacture 
and organization, was able to sell it at a 
profit. 


4 i point up his observation that “the 


modern big business organization is 


perhaps the most unusual and greatest of 
man’s inventions,” Mr. Robertson said: 


. .. Edison is honored as the inventor of the 
electric light, the one source of illumination 
without danger of fire, but that invention 
would have been of no use to you without the 
business organization which brings it into 
your home and factory, A business organ- 
ization is the only known means of bringing 
inv entions and knowledge to you. Some 
speculate that government could do it, but 
government never has. 

The schoolboy might be able to learn about 
electric energy—how it functions; what are 
good conductors; what are good insulators; 
how to make a generator and a motor; how 
to switch it on and off and control it—but if 
a man should spend his whole lifetime trying 
to make these products, he wouldn’t be able 
to produce more than a flicker in the way of 
an electric lamp even for his old age, let 
alone for his youth. Only by the work of a 
highly skilled and specialized organization 
can you have your electric bulb 

Modern business organization has grown 
out of the wealth of products and services 
which knowledge has made available for our 
use. Big business has made the furnishing 
of these things its job. Without these prod- 
ucts and services, there would be no use for 
big business organizations, so there would be 
no such organizations. 
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Then, speaking of the present form of 
a typical large business organization, 
with its complex setup of many depart- 
ments, the Westinghouse Electric chair- 
man called attention to an odd charac- 
teristic of a smoothly functioning busi- 
ness organization; that is, the number 
of people employed to supervise and di- 
rect others. He remarked that, generally 
speaking, 

. . More workmen are employed to plan, 
direct, supervise, and record the work of 
others than there are men engaged in pro- 
ductive work, On the surface such an organ- 
ization would seem to be top-heavy with 
overhead expense and yet, with this combina- 
tion of productive and supervisory labor, 
many times greater results per individual 
worker are achieved than under unsuper- 
vised conditions. 

A good organization must be permeated 
by good will. No complicated modern organ- 
ization could function as an army of reluctant 
and rebellious slaves. The workman in an 
organization is controlled in part but he is 
also free to use his initiative. When these 
two forces—control by management and 

initiati appy balance, 

the organization runs smoothly. Too much of 

. either control or freedom of initiative causes 
friction and loss of efficiency. 





tagonism which has developed on 


Big business in the vigor of its early youth 
and sturdy manhood took everything in its 
stride, voting itself a benefactor of the hu- 
man race because everything it did was ob- 
viously eagerly taken by the public that de- 
manded even more. Under such conditions it 
was perhaps natural that big business should 
overlook the growing hostility of those ad- 
versely affected by its growth. It was, per- 
haps, inevitable that as business got bigger 
the little organizations, being stifled or com- 
pletely ruined by big business, should raise 
their voices in protest until the protest be- 
came an angry chorus that completely 
drowned out the sales talk of big business. 
The public continued to support big business 
by buying and using its products. At the 
same time the inconsistent public condemned 
it for the injury being done to the small 
competitor, In the public press little business 
is protected. Big business, which is only little 
business grown up, is condemned. 

As a result of the rising chorus of pro- 
tests from small business, the public atten- 
tion was attracted to the evils of big business, 
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and its good qualities, taken as a matter of 
course, were overlooked. 

College professors and economists took up 
the study of big business and found almost 
unanimously that it was evil. This is a liter- 
ally true statement. Big business, that had 
grown big because it served the public well, 
was found by them to be an economic and so- 
cial evil. We may search the pages of the 
books of our schools and colleges in vain 
for any defense of big business or anything 
that approaches an intelligent understanding 
of what big business is. 

Life contains no greater paradox than the 
popular antagonism to big business. The av- 
erage man made business big. Big business 
caters to his tastes; makes the cigarets he 
wants; carries him where he wants to go; 
carries his burdens; and yet the recipient of 
all these gifts fights the giver, big business, 
at every turn. 

Even though the sequoias have survived 
thousands of years of storm and stress, if the 
climate became definitely adverse, they would 
die, So it is with big business. It has thrived 
and is thriving; but if the social climate be- 
comes adverse enough, it too may die. Big 
business is a natural growth. Bigness cannot 
be produced by executive order and, in a 
very true sense, the service of big business 
is not possible from a bureaucratic source. 
The attendant of the Standard Oil Company 
may wipe off your windshield, but would a 
government official ? 


“te MENTING upon the spirit of an- AX to the fundamental characteristics 


of a big organization, the speaker 


the part of the public toward big business declared that it is the best example of 
and its growth, Mr. Robertson made cooperation to be found among men. An 
these revealing statements : organization, he commented, 


. brings together men of different talents 
to contribute something in which each is par- 
ticularly qualified to the efforts of the whole. 

The big organization enables a group of 
skilled people to unite and contribute their 
combined knowledge to a common cause. 
This multiplies the chances of success. This 
speeds up the process of invention and dis- 
covery and undoubtedly explains in part the 
remarkable progress made in America by 
and through business organizations. For 
America, we must remember, will be known 
in history as the place where business first 
flourished, Whatever we are as a people, 
business has much to do with it. 

As men learned to make things in factories, 
they also learned to do them more swiftly 
and with less effort. Machine tools of a be- 
wildering variety were installed to do the 
labor which men had formerly done. The 
final result was that less labor was required 
to do a standard job. Consequently the prices 
of products went down or better products 
were furnished at the same price. 

Out of this grouping together of skilled 
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men has grown the great research laborato- 
ries of big business from which improvements 
and new ideas flow daily. It is significant that 
these laboratories of the modern world are 
to be found in business organizations and in 
the universities. 

The big organization is a product of a few 
conspicuously superior people. In the old 
days a superior man was limited in his efforts. 
., « There was no way in which his ability 
could be multiplied beyond the borders of the 
parish. Not so with ability in the big organ- 
ization. Here, the able administrator finds 
ways and means to multiply his efforts by the 
efforts of thousands who are able to help 
him. Henry Ford, General Eisenhower, or 
other leaders are examples of able men, mov- 
ing in fields of vast scope, creating the first 
low-priced automobile, and doing innumer- 
able other things to advance human affairs. 


In closing, Mr, Robertson spoke of 
certain significant contributions of big 
business to the national economy and to 
the people as a whole. He concluded with 
the following statements : 


Big organizations assist national unity. It 
is good that the people in California can buy 
and use the same things as the people in 
New York. It is good that the people in 
Florida can buy and use the same things as 
the people in Michigan. There may be no 
proof of this, but I hazard the conjecture 


that without national business organizations 

we would not be a nation extending from the 

Atlantic to the Pacific. We would be a pro- 

vincial people, quarreling among ourselves. 

Big business is law abiding, It does not 
violate the law with impunity. Sweatshops 
are seldom found under the cloak of big 
business. Big business is sanitary. Big busi- 
ness is a good place to work and young men 
seek employment with a large organization. 

Big business is humanitarian. It started 
pensions long before the national govern- 
ment discovered that the voters needed pro- 
tection in their old age. Big business has long 
carried life insurance for employees to as- 
suage the sorrow and grief that follow 
death. Big business has developed safety to 

a point far beyond anything known when all 

business was small. 

In these days when there are constant 
threats to do away with big business or- 
ganizations, it is heartening to read the 
fundamental truths about them, so clear- 
ly set forth in this address. Statements 
of this nature are a real contribution to 
an intelligent understanding by the pub- 
lic of basic factors in this nation’s eco- 
nomic life. Such information, if made 
widely available, should aid in the preser- 
vation of free enterprise. 


—R. S. C. 





Bonneville Power and Labor 


‘Ts arrangements which the Bonne- 
ville Power Administration has 
worked out with its employees in an 
endeavor to provide for amicable labor 
relations were described in the October, 
1946, issue of the magazine Survey 
Graphic. The article, by Otto S. Beyer, 
a consultant on labor relations in the field 
of publicly owned and operated utilities, 
goes into some detail as to what this 
agency has done “to tackle its labor 
problems along new and realistic lines.” 
The Federal civil service laws, to 
which Bonneville employees are subject, 
do not apply to “laborers, mechanics, and 
workmen.” Mr. Beyer stated: 


Most of the craftsmen employed by 
Bonneville are recruited from the Washing- 
ton and Oregon labor markets, which 
center chiefly in Seattle and Portland. For 
many years the skilled trades workers of 


these markets have relied upon collective 
bargaining with their employers to fix rates 
of pay, hours, and working conditions. As 
a result craftsmen drawn into the service 
of Bonneville were pretty thoroughly im- 
bued with the traditions of labor unionism, 
especially the right to organize and to 
negotiate labor agreements. . .. 

As time went on these skilled craftsmen 
began to ask why they could not confer with 
management at Bonneville through union 
representatives just as they were accus- 
tomed to do with the managements of the 
privately owned and operated power sys- 
tems of the Northwest. It did not make 
sense to them that the Federal government, 
which encouraged other employers to bar- 
gain collectively with their employees, 
should not be willing to use this same meth- 
od, especially in public enterprises which 
were in active competition with private un- 
dertakings. This critical attitude was ag- 
gravated by other factors in the situation. 

Further, Bonneville’s competitors, the 
private power companies and the transmis- 
sion line contractors, were quick to remind 
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the unions and their leaders that govern- 
ment practice, on projects such as Bonneville, 
stripped wage earners of the benefits of 
collective bargaining. If permitted to grow, 
“bureaucracy” would make union member- 
ship unnecessary and union leaders super- 
fluous. 


a developed in such a way, it 
appears, that Bonneville Power 
Administration had two alternatives—it 
could let the situation drift, until the em- 
ployees forced the issue; or, before 
things grew critical, formulate a policy, 
and invite its employees through their 
labor representatives to try to work out 
healthy relationships. Of the two ap- 
proaches, Mr. Beyer commented, Bonne- 
ville wisely chose the latter. 

At the invitation of Bonneville Ad- 
ministrator, Dr. Paul Raver, the Colum- 
bia Power Trades Council (AFL) 
January, 1945, sent a committee of five, 
prepared to speak for the 50 local unions 
identified with it, to discuss with a 
Bonneville committee what should be 
done to put labor relations on a sound 
basis. At this first meeting the two com- 
mittees decided that each should prepare 
a written statement, setting forth its 
ideas on the working relationship be- 
tween Bonneville and the employees. As 
to this procedure, Mr. Beyer remarked: 


The novelty of this method of clearing 
the ground appealed to both sides. The 
usual practice is for labor representatives to 
submit proposals or demands for the con- 
sideration of management representatives, 
who in turn cautiously put forward counter- 
proposals. Negotiations all too often go for- 
ward in an atmosphere of mutual suspicion 
and distrust. 

The preliminary exchange of written 
propositions altered the whole tenor of the 
procedure. It dispelled any doubt on the part 
of the unions as to the readiness of the 
Bonneville Administration to work out 
wholesome relationships. Discussions and 
conferences proceeded, not as if labor was 
trying to pry something out of a reluctant 
management, but rather as if both were 
faced with a common problem: how best to 
define, establish, and carry on their future 
relationship so that the interests of em- 
ployees, management, and the public would 
be effectively served. 


After four months of deliberations, an 
agreement was arrived at and formally 


executed on May 2, 1945. The chief con- 
cern of the basic scheme was as follows: 


. to establish conference and consulta- 
tive machinery and procedures for the pur- 
pose of determining fair and reasonable 
rates of pay, hours, and working conditions. 
Further, it seeks to help employees better 
their working conditions, especially through 
stabilization of employment, and to increase 
their efficiency and responsibility; to adjust 
promptly all differences between labor and 
management; to strengthen labor-manage- 
ment codperation; and to aid in reéstablish- 
ing former servicemen as Bonneville em- 
ployees. 

Except in a few particulars, the agree- 
ment is a statement of policy and procedure 
rather than a schedule of fixed labor stand- 
ards. Rates of pay, working rules, and the 
like, where not set by law, are left for de- 
termination by methods established under 
the agreement. 


O* rates of pay, for example, “the 
agreement provides that once each 


year, but not more often,” Mr. Beyer 


disclosed, 


. . . the administrator or the council may 
notify the other in writing that a conference 
is desired to consider the need for reviewing 
any or all existing rates of pay. This notice 
must be acknowledged within ten days and 
a date set for the preliminary meeting. If 
this meeting decides on formal negotiations, 
—a must get under way within thirty 
ays. 

Meanwhile, joint fact-finding committees 
are to be set up to establish facts bearing 
upon the determination of wage rates. . . 
These facts are to be given due considera- 
tion by the negotiators. 

If the conferees are unable to agree, they 
will call in a mediator from a standing panel 
of five. Should the mediator in turn be un- 
successful in bringing the parties together, 
then each agrees to designate an arbitrator. 
These two arbitrators, with a third chosen 
by them or appointed by the mediator, will 
proceed to settle the issue by arbitration. 
Both parties are bound to abide by the 
arbitration award. 


These features of the agreement, ob- 
served the writer, have a special sig- 
nificance in the light of the document’s 
opening paragraph, which recognized 
that 

. the Bonneville Power Administration 
is an agency of the sovereign government 
of the United States; that officers and em- 
ployees of Bonneville must comply with all 
applicable Federal laws, executive orders, 
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“AND I TELL YOU I DON’T GIVE A CONTINENTAL HOW 
SENTIMENTAL YOU ARE ABOUT FLOWERS” 


regulations, and policies. And, this being so, 
the parties agree that, pending the adjust- 
ment of any issues arising between them, 
there will be no change in the terms of any 
previous written understanding applicable 
to the issue, nor will there be any stoppage 
or interference with the progress of work 
by the employees. 

Thus, so long as the agreement remains 
in effect, no situation can possibly arise war- 
ranting work stoppages or strikes by the 
employees or their unions. On the other 
hand, the Bonneville agreement provides for 
the prompt adjustment of any sort of differ- 
ence or dispute, including issues of union 
jurisdiction. Short of legal prohibition, this 
probably is as effective a way as can be 
devised to prevent strikes in the public 
service. 


The tendency for individual Bonneville 
workers and for local labor leaders to find 
fault with Bonneville supervision and admin- 
istrative decisions as to whether new con- 
struction work should be done by “force 
account” or by private contractors has sub- 
sided. At the same time, the attitude of the 
employees as a whole and of their labor 
spokesmen toward Bonneville as a public 
power undertaking, has steadily improved. 
This in turn has supplied the answer to the 
real test of a labor agreement posed above. 
The attitude of Bonneville labor spokesmen 
and supervisors towards one another has 
become wholesome and constructive. It is no 
longer critical. 


HE matter of adjusting wages had 
long been held in abeyance, so at- 


As to the general effects of the agree- 
ment upon the Bonneville labor situation, 
it was reported by Mr. Beyer that 


tention to the employees’ wage scale was 
considered of immediate moment as soon 
as the basic agreement was out of the 
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way. Regarding this, the writer asserted : 


. .. Machinery for joint wage negotiations 
and fact finding prescribed by the agreement 
was promptly set up and put in motion. 

The findings of a wage study, undertaken 
in connection with these negotiations, be- 
came the basis for revising pay rates and 
classifications to bring them into line with 
those in the Washington-Oregon labor mar- 
ket. This was not a simple matter. Rates 
of pay in the Northwest vary from com- 
munity to community, but it is distinctly to 
the interests of Bonneville to have uniform 
wage rates throughout its territory. Thor- 
ough discussion led to a series of reasonable 
compromises on both pay rates and job 
classifications, and a wage schedule was 
finally agreed to and attached to the basic 
agreement. 

This was completed early in August, 1945, 
at the time of the Japanese surrender. Short- 
ly after, it will be remembered, orders went 
out to eliminate overtime on all government- 
financed or -operated activities and to get 
back to the basic 40-hour work week as 
quickly as possible. . 

Along with all other Northwest industries, 
Bonneville had been working an extra day 
at overtime rates. The matter of how best 
to meet the new situation was discussed by 
the representatives of the Columbia Power 
Trades Council and the Bonneville Power 
Administration, and an understanding was 
soon reached. This provided that, if and 
when overtime was eliminated, Bonneville 
would be guided in compensating for loss of 
overtime earnings by the adjustment agreed 
to between the Northwest’s power industry 
generally and the unions having members 
among its own employees. . . . By early fall 
the appropriate industry-wide determinations 
had been made, and in October, 1945, Bonne- 
ville and the Columbia Power Trades Coun- 
cil adopted these and converted to the 40- 
hour work week without a hitch. 


Other problems presented themselves 
for joint attention, Mr. Beyer noted, 
brought up from one side or the other of 
the conference table. Among them was 
the question of the day-by-day working 
rules of the various skilled crafts in the 
service of Bonneville. These, it appears, 
“had long been in need of revision be- 


cause of fundamental changes in basic 
working conditions.” He added: 


The process not only of formulating but 
of revising such rules is not a simple one. In 
either case, an orderly method of enlisting 
the experience and judgment of the people 
who must work under these rules is very 
helpful. Again, the conference and consult- 
ative machinery of the Bonneville agree- 
ment greatly facilitated this process. The 
rules of several of the 15 crafts concerned, 
such as those of the electrical workers, have 
now been streamlined and others are in the 
process. 


- is commented by Mr. Beyer that 
throughout the process of arriving at 
these various understandings “one fact 
is of outstanding significance,” and that 
is: 

. while the Bonneville agreement provides 
for mediation and arbitration in the event 
the council and the administration cannot get 
together on their own account, to date it has 
not been found necessary to invoke either. 
In other words, the attitude of the spokes- 
men for both labor and management, and of 
their constituents, has become such as to fa- 
cilitate the most healthful method of all 
available to employers and employees in the 
determination of labor standards — direct 
conference. 

The Bonneville agreement and the experi- 
ence under it have demonstrated what TVA 
already had shown; namely, that construc- 
tive labor-management relationships are as 
feasible in the public service as they are in 
private industry. They demonstrate further 
that, where such group relationships are hon- 
estly accepted, they make for harmony, good 
will, and cooperation, just as they do else- 
where in industry. 


In closing, Mr. Beyer said that the 
Sonneville labor developments show that 
constructive arrangements between pub- 
lic employees and their labor unions 
serve the same purposes for a public 
activity which collective bargaining and 
jointly negotiated labor agreements serve 
in private enterprise. 

—R. S.C. 





Regulatory Licensing to Curb 
Utility Strikes—Dorau 


A PROPOSAL to license public utility em- 
ployees by state public service com- 
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putes was advanced recently by Profes- 
sor Herbert Dorau of New York Univer- 
sity. 

Dr. Dorau, who is professor of 
economics and chairman of the depart- 
ment of public utilities and transporta- 
tion of the university’s School of Com- 
merce, made his suggestion after an in- 
tensive study of last fall’s 50-day Chicago 
bus strike. The Chicago dispute was 
finally settled after an all-night session by 
a member of the Illinois Commerce Com- 
mission acting as mediator. 

Professor Dorau’s suggestion is con- 
tained in a study published in two succes- 
sive issues of Bus Transportation, begin- 
ning in the March issue. 

Commenting upon the functions of the 
agencies set up in the various states for 
the regulation of public utilities, Dr. 
Dorau pointed out that they “are called 
upon to regulate only a portion of a 
utility enterprise.” He continued: 


It is reasonable to expect that the em- 
ployees as well as the management of a pub- 
lic utility should have some of their rights 
as citizens counterbalanced by their obliga- 
tions as public servants. 

A public service operates under a certificate 
issued by the utility commission. There is 
no reason why employees of a utility in- 
dustry should not also be subject to some of 
the conditions of a license. 

If it is considered a breach of law for a 
utility company to disregard the public wel- 
fare, the same yardstick should be used in 
appraising the behavior of its employees’ 
organizations. Licenses should be issued with 
the condition that employees could not, with 
impunity, resort to strikes before all other 
means have been exhausted. 

Provision should be made whereby any in- 
fraction, minor or major, would expose the 
licensee to a citation before a utility com- 
mission to show cause why his license should 
not be revoked. The opportunity to appeal to 
a higher tribunal should be assured and pro- 
tected. 


| geome ner Dorau urged that utility 
commissions be studied “with a view 
to broadening their scope and authority 
so that they may deal authoritatively with 
labor-management disputes within the 
realm of public utilities.” He then added: 


The proposal should be referred to state 
legislatures with suggestions to design suita- 


ble legislation to empower utility commissions 
to deal with labor disputes. 

The point to be stressed is that the main 
objective (protecting the public’s interest) 
is not served by waiting until a strike has 
been called, but by employing authority to 
prevent strikes. Legislation aimed at settling 
strikes will fall short of the mark, and util- 
ity commissions will meet the pitfalls of 
other agencies. 


In the opinion of Dr. Dorau, the utility 
commissions are in a unique position to 
serve in labor disputes in the industry. 
He noted: 


A neutral arbitrator is nearly always un- 
familiar with conditions in the industry, else 
one side or the other would not consider him 
acceptably impartial. 

Utility commissions are the only public 
agencies which have or could reasonably get 
an understanding of the matter. It seems 
absurd that any casual arbitrator should be 
expected to become conversant during his 
short round of duty. 

The consequences of dispute settlements 
rest ultimately on the people. Those who 
render these important decisions must be 
ready to justify their conduct to the people 
over a period of time in which the con- 
sequences will become evident. Those who 
render these decisions in behalf of the people 
must be prepared to stand by and face the 
consequences, as no temporary arbitrator 
can or will. 


Professor Dorau said that the many 
proposals for labor legislation had made 
it clear that there is no universal formula 
that will preserve the rights of workers, 
insure industrial peace, and protect the 
public interest. He observed that 


Friends of labor are concerned as to 
whether the present wave of proposed pub- 
lic action in general will go too far. If the 
treatment is uniform it will no doubt go too 
far for some classes and not far enough in 
application to other industries and vice versa, 
if not too far in some then obviously not far 
enough in others. 

All of the reasons why public utility in- 
dustries are singled out for special regula- 
tion and a unique status under the law are 
good reasons for dealing separately and 
differently with utility labor. 

Organized labor in general does not have 
the same public responsibility as has labor 
which has knowingly devoted itself to es- 
sential public service. It hardly seems neces- 
sary or desirable that in the effort to find a 
more workable balance of rights and duties 
for labor in general, the larger responsibili- 
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ties of public utility labor should be imposed 
on all labor. 

The solution in the case of public utilities 
must operate to prevent strikes; machinery 
to settle strikes is not a sufficient protection 
of the public interest in public utilities. 


2 detailed study which has been 
made by Dr. Dorau, ending in the 
suggestions quoted above, is a timely con- 
tribution to this subject. While the steps 
recommended are in the nature of an in- 
novation, yet the practical advantages 
which should result—were all public util- 
ity regulatory problems under the juris- 


diction of one established and experi- 
enced commission—would seem to favor 
serious consideration of such a plan. 

Various phases of this question were 
discussed in an article, “Should State 
Commissions Regulate Utility Labor Re- 
lations?” which appeared on page 352, in 
the March 13, 1947, issue of this maga- 
zine. 

It seems likely that Dr. Dorau’s in- 
tensive survey and studied observations 
will stimulate added interest in the sub- 


ject. 
—R. S.C. 





Strikes in Public Utilities 


74 F all the weaknesses and abuses that experience has re- 

O vealed in the collective bargaining process, the most 
intolerable is the use of the strike weapon in industrics whose 
uninterrupted operation is indispensable to public health and 
safety. Railway and public utility employees have the legal 
and nominal right to strike. When they attempt to exercise this 
supposed right, however, they and the rest of the nation are im- 
mediately confronted by the fact that, as a matter of practical 
necessity, such strikes cannot be permitted to take place. Last 
spring a nation-wide railroad strike that would have constituted 
a national disaster of the first magnitude was stopped by the use 
of some of the President’s extraordinary war powers. Those 
powers no longer exist. If the emergency were to be repeated, 
however, the strike would have to be prevented in one way or 
another, 

“The existing situation is unfair to all concerned. It is unfair 
to the workers because it leads them to believe that they have a 
right which, in the final reckoning, they do not have. It 1s unfair 
to the employers because it places them in the position of parties 
to interruptions of services which they are obligated to main- 
tain. And it is unfair to the people because it exposes them to 
emergencies with which they have no legal means of dealing. 

“The law should recognize realities by clearly marking out 
certain industrial divisions in which the right to strike does 
not exist. Railroads and public utilities have long been set apart 
by law as being, in a peculiar sense, affected with a public in- 
terest. They are granted monopoly privileges; they are not al- 
lowed to suspend or curtail their services without special per- 
mission; and their rates are fixed by governmental authority. 
Persons accepting employment in such industries should do so 
with the clear understanding that they, as well as their em- 
ployers, are barred by the nature of thetr services from some of 
the privileges, as well as some of the disadvantages, that apply 
to free enterprise in general.” 

—Excerrt from The Guaranty Survey. 
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In General 


Lilienthal Heads AEC 


HE government’s Atomic Energy 

Commission, headed by David E. 
Lilienthal, recently was given its go- 
ahead to “get on with the job” after three 
months of uncertainty. In Mr. Lilien- 
thal’s words: “The important thing now 
is to get on with the job. It is an urgent 
job. It demands for success the whole- 
hearted teamwork of the entire Ameri- 
can people, of science, of industry, the 
armed forces, and government.” 

He made that statement after the Sen- 
ate voted 50 to 31 on April 9th to confirm 
his nomination as chairman of AEC. It 
was a vote that came nearly three months 
after President Truman sent the nomina- 
tion to the Senate. Those months were 
marked by a bitter fight that tore Re- 
publican ranks apart. 

Mr. Lilienthal received the votes of 
twenty Republicans and thirty Demo- 
crats. The votes against him were cast 
by twenty-six Republicans and five 
Democrats. 

Among his supporters was Senate 
President Arthur H. Vandenberg (Re- 
publican, Michigan), and among his op- 
ponents was Chairman Robert A. Taft 
(Republican, Ohio), of the Senate Re- 
publican Policy Committee. 

The Senate also approved by voice vote 
the remaining - commission nominees. 
They were Robert F. Bacher, atomic 
bomb scientist; Sumner T. Pike, busi- 
ness executive and former SEC member ; 
Lewis L. Strauss, banker and wartime 
naval officer; William L. Waymack, 
former Des Moines, Iowa, newspaper 
editor ; and Carroll L. Wilson, official in 
the wartime Office of Research and De- 
velopment. 


Bills to Curb FPC 


wo bills were introduced recently by 

Representative Miller (Republican, 
Connecticut) to limit the jurisdiction of 
the Federal Power Commission. Both 
were referred to the House Interstate and 
Foreign Commerce Committee, where 
Chairman Wolverton has indicated that 
hearings would be held some time this 
despite a heavy schedule. Late 
May was named as a possible time for 
such hearings. 

One of the Miller bills (HR 2973) is 
devoted to the hydroelectric ( Part I) sec- 
tion of the Power Act. It would do four 
things: (1) Forbid FPC control over any 
hydro project built and operating before 
passage of the old Federal Water Power 
Act in 1920; (2) exempt manufacturers 
and other nonutility hydro operators 
from FPC control by confining such con- 
trol to hydro projects developing power 
for sale in interstate commerce ; (3) per- 
mit FPC control over projects on non- 
navigable streams only if they adversely 
affect navigable streams and only if built 
since 1935; (4) nullify the Supreme 
Court decision in the New River Case by 
defining a navigable stream as one ordi- 
narily used for commercial navigation, 
or one which could be converted to such 
use at reasonable expense commensurate 
with the commerce expected. 

The other Miller Bill (HR 2972) 
would amend the “interstate commerce” 
section of the Power Act. 


session, 


FPC Issues Annual Report 


I* its first full report issued since 1940 
the Federal Power Commission on 
March 27th 


called attention to ‘“‘the tre- 
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mendous expansion in the power indus- 
try” and “an almost equally dramatic ex- 
pansion of the use of natural gas” since 
prewar years. The report covers commis- 
sion activities during the fiscal year end- 
ed June 30, 1946. 

During war years, in order to conserve 
materials and man power, the commission 
limited its reports to the minimum statu- 
tory requirements. In bringing down to 
date the developments of the intervening 
years in the fields in which the commis- 


sion’s responsibilities lie, the 1946 report 
recalled that its 1940 counterpart re- 
ferred to “the epoch-making growth of 
the electric power industry.” At that 
time, the 1946 report continued, “the total 
installed capacity was 40,000,000 kilo- 
watts with an annual output of more than 
142,000,000,000 kilowatt hours. By the 
end of 1946, installed capacity had in- 
creased to about 50,000,000 kilowatts and 
annual generation to over 222,000,000,- 
000 kilowatt hours.” 


Arizona 


Bill Enacted over Veto 
: state legislature last month en- 
acted over Governor Osborn’s veto 
a bill directing the state tax commission 
to make an annual assessment against 
electric, gas, and water utilities to pro- 


vide funds for regulating such corpora- 
tions. The bill provides for an assess- 
ment of one-tenth of one per cent on the 
gross revenue of the utilities, to produce 
an estimated total of approximately $31,- 
000 a year. 


District of Columbia 


Hearing to Sift Possible Refund 
EANS by which the Potomac Electric 
Power Company can refund an 
estimated $3,000,000 to Washington con- 
sumers were scheduled to be discussed at 
a public hearing before the public utilities 
commission April 15th. 

The hearing also will go into the ques- 
tion of whether further refunds are due 
local electric users as a result of possible 
rate reductions during the years since 
1943, 

There has been no change in the rates 


charged for electricity in the past four 
years. In 1944, the commission ordered 
Pepco to file new rate schedules designed 
to return $1,037,000 to consumers. 

The Federal government has character- 
ized electric rates in the District as un- 
just and unreasonable and has asked for 
a reduction. The government’s annual 
electric light bill is placed at more than 
$5,000,000 and Major General Philip B. 
Fleming, Federal Works Administrator, 
urged the Justice Department to take the 
case to the highest court. 


Illinois 


Curbs on Gas to Continue 


SB yee plans to increase the Chicago 
area’s natural gas supply next win- 
ter by 50,000,000 cubic feet daily, it will 
be necessary to continue present restric- 
tions against new residential space heat- 
ing, George A. Ranney, chairman of 


Peoples Gas Light & Coke Company, told 
stockholders recently. The stockholders’ 
annual meeting was held in Chicago. 
“The pipe-line companies are now re- 
ceiving the first substantial deliveries of 
some 380 miles of steel pipe to supply the 
first increment of natural gas to the Chi- 
cago area,” Ranney said. “It is hoped 


APR. 24, 1947 582 





_, on £2 2th pe oe 


Oe beet Oe TH hd 


rns «& 


> meet 0) 


Qn oO 





THE MARCH OF EVENTS 


this additional gas will be available by 
November. Notwithstanding this, the 
company will be obliged to secure relief 
from the Illinois Commerce Commission 
by a new order still limiting the expan- 
sion of the use of gas for space-heating 
purposes for the winter of 1947-48.” 
The present order prohibits sales of 


gas for space heating to residences which 
did not have gas heating units installed 
before last July, and to industrial cus- 
tomers who can reasonably use other 
fuels. Ranney said the new order, now 
under consideration by the commission, 
probably would contain similar provi- 
sions. 


Maine 


Power Export Bill Killed 
__ which would have authorized 

export of hydroelectric power with- 
out legislative consent was killed last 


month by the state house of represerita- 
tives through acceptance without debate 
of an adverse report of its public utilities 
committee. 


Massachusetts 


Public Ownership Recommended 


OMPLETE public ownership and ex- 
tension to a 12-mile radius of the 
Boston Elevated Railway Company lines 
was recommended on April 5th by a 
special investigating commission as a 
means of wiping out the line’s yearly defi- 
cits. 

In a report to the state legislature, the 
Metropolitan Transit Recess Commis- 
sion recommended also that extension 
from the present 5-mile limit be accom- 
plished by taking over the rights of way 
not being used by the railroads. 


The investigators, who studied the sub- 
ject for two years, recommended exten- 
sion of service to Lynn and Salem, as 
well as the south shore, now serviced by 
Eastern Massachusetts Street Railway 
Company and local companies. 

Boston Elevated now operates under a 
public trusteeship. 

The commission report continued that 
public ownership would eliminate many 
items of fixed charges which contribute 
to the deficits. Among them, the report 
stated, are the $1,000,000 guaranteed 
dividends paid out each year on privately 
held stock and the Federal income taxes. 


Minnesota 


House OK’s Public No-strike Bill 


cp state house labor committee re- 
cently broke a log jam that has held 
up major labor legislation when it recom- 
mended passage of a bill outlawing 
strikes by public employees. The vote on 
the senate-approved measure was 9 to 5 
and produced a heated clash between 
Representative Edward J. Volstad of 
Minneapolis and Chairman John Kinzer 
of Cold Spring. Volstad charged that 
committee members had been given no 
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chance to speak on the measure and pro- 
tested action of the committee. 

The no-strike bill applies to all state 
employees and to those of all other gov- 
ernmental units, including agencies, com- 
missions, and the University of Minne- 
sota. 

it makes such strikes unlawful and 
subject to injunctive action in the courts. 
It also provides for use of the state labor 
conciliator’s office in public disputes and 
for a fact-finding commission, if neces- 
sary. 
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Missouri 


Utility Tax Suggested 


UTILITIES use tax would be added to 

the schoo] revenue enabling acts to 

be submitted to the state legislature, the 

citizens tax resources committee an- 
nounced recently. 

The committee also announced that its 

proposed income tax bill would be re- 

vised. 


The utilities use tax was said to be a 
revival of the 5 per cent excise levy sug- 
gested more than a year ago by the board 
of education. The tax plan was aban- 
doned at that time after utility companies 
waged a campaign against it. The tax 
would be levied against customers’ gas, 
electric, and telephone bills, and the util- 
ity companies would collect it at the same 
time they received service payments. 


e 
Nebraska 


Public Power Groups File 
Incorporation 


HE Nebraska Association of Rural 
Public Power Districts and Mem- 
bership Association, with headquarters 
at Lincoln, filed articles of incorporation 


with the secretary of state recently. 

The purpose of the nonprofit organi- 
zation is “to foster and promote by or- 
ganized cooperative efforts, not for 
pecuniary profit, the growth and develop- 
ment of rural electrification in Ne- 
braska.” 


¥ 
New Jersey 


State Returns Gas Plant 

HE County Gas Company plant at 

Atlantic Highlands was returned to 
its owners recently by order of Governor 
Alfred E. Driscoll after two weeks of 
operation by the state. 

Fifty-two production and distribution 
workers at the plant voted to strike 
March 14th, when the company, a sub- 
sidiary of the Public Service Corpora- 


tion, refused a 15-cent hourly wage in- 
crease. The plant services an estimated 
13,000 consumers in northern Monmouth 
county. 

The final settlement resulted in a wage 
increase of 14 cents per hour. The com- 
pany had originally offered 11 cents. 
Governor Driscoll praised work of the 
state mediation board, which handled the 
negotiations. 


New Mexico 


New Revenue Bond Law 


pry Fe’s move to take over proper- 
ties of the Public Service Company 
of New Mexico in that city may run into 
difficulty. 

The recent state legislature passed 
a law (SB 229) which requires three- 
fourths majority of a city council to vote 
revenue bonds. In voting last October 
9th to enter into a contract with Kansas 
City and Topeka, Kansas, bond houses, 


looking to municipal ownership, the 
council split 5 to 3. 

In view of the new law, if it stands, the 
municipal ownership advocates on the 
council apparently will have to win over 
one of the three, if they are to get the 
three-fourths majority now necessary to 
issue revenue bonds. It was by this 
means that they planned to acquire the 
physical assets of the utility from the 
bond houses if they were successful in 
getting control of the stock. 
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New York 


New Utility Act Invoked 
— Milo R. Maltbie, of the 


state public service commission, re- 
cently set April 24th for the first pro- 
ceeding under a new law authorizing the 
commission to compel reorganization of 
utility companies which may be insol- 
vent. 

The commission said it repeatedly had 
urged that the International Railway 
Company undergo financial reorganiza- 
tion but had lacked power to initiate such 
a step until the legislation that it recom- 
mended had been approved. 

Section 119 of the Public Service Law, 
which gives the commission this power, 
was signed last month by Governor 
Dewey. 

In his announcement, Chairman Malt- 
bie said the purpose of the investigation 
would be “to determine whether the out- 
standing liabilities (of the company) ex- 
ceed its assets and whether the public in- 
terest requires that the company be re- 
organized.” If so, he added, the officers 
and directors will be ordered to file a 
petition for reorganization under the 
Federal Bankruptcy Act. 


New Rate Cut Announced 
Te Buffalo Niagara Electric Cor- 


poration on April 2nd announced a 
new reduction in rates to commercial and 
industrial consumers effective April 14th. 

The new reduction, estimated at $350,- 
000 annually, brings the total rate low- 
erings of the company to $955,000, the 
state public service commission said. 

Consumers in Allegany, Cattaraugus, 
Chautauqua, Livingston, Ontario, and 
Wyoming counties, and parts of Erie, 


Genesee, Monroe, Niagara, and Orleans 
will benefit by the latest cut. 


Public Service Strikes Outlawed 


grey Dewey late last month 
signed the Condon-Wadlin Bill 
which outlaws strikes by public em- 
ployees and fixes dismissal as a penalty 
for violations. In doing so he declared 
that such strikes could paralyze govern- 
ment and produce anarchy. 

Senator William F. Condon of Yonk- 
ers and Assemblyman John F. Wadlin 
of Highland, both Republicans, who 
were cosponsors of the legislation, wit- 
nessed the signing in the governor’s 
office. 

At the time Mr. Dewey approved the 
law he had before him briefs filed by both 
the state federation of labor and the 
state Congress of Industrial Organiza- 
tions asking that he veto the measure, one 
of the most controversial to come before 
the recent session of the legislature. 

In a memorandum filed in connection 
with his approval, the governor took cog- 
nizance of the arguments advanced by the 
labor unions, Mayor William O’Dwyer 
of New York city, and the Democratic 
members of the legislature in opposition 
to the bill. They had contended that the 
measure was unnecessary, since strikes 
by public employees had been held un- 
lawful by the courts, and that it would 
fail to accomplish its purpose of prevent- 
ing such strikes. 

Mr. Dewey, in approving the bill, 
ignored completely the requests that had 
been made by CIO unions and others for 
a public hearing on the bill before it was 
signed. 


North Carolina 


New Co-op Bill 
EPRESENTATIVE Henry C. Fisher of 
Buncombe, whose measure calling 
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for taxation of certain codperative mar- 
keting associations was killed by house 
action, sent up a measure on April lst to 
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provide for the appointment of a legisla- 
tive commission to study the feasibility 
of taxing coOperatives. 

Membership of the study commission 
would be composed of two senators and 
three representatives to be appointed by 
the governor. A report would be made to 
the 1949 legislature. 

Under the Fisher measure that was 
killed, co6peratives would have been re- 


quired to pay franchise taxes unless they 
are associations which buy and sell only 
products of members. Also, the bill, as 
amended, would have required codpera- 
tives to pay income tax. However, the 
association would not have had to pay in- 
come tax on funds paid over to associa- 
tion members. Only money held in re- 
serve for expansion purposes would have 
been subject to income tax. 


Ohio 


Company Meets City’s Demands 


HE Cleveland Electric Illuminating 

Company recently met the city of 
Cleveland’s demand that it reimburse 
the city and private customers for $2,- 
000,000 in rate overcharges issuing from 
a 3-year rate battle between the city and 
the utility. 

The settlement announced by the 
mayor’s office had still to be ratified by 
the city council. Of the total amount, 
about $1,700,000 would go to private 
consumers in the form of reduced bill- 
ings for the month of July. Approximate- 


ly $300,000 for street-lighting bills 
would be rebated to the city over a 2-year 
period. 

In July, 1944, the city council adopted 
a rate ordinance cutting $2,000,000 an- 
nually from the utility’s rates. In ex- 
change for the $2,000,000 credit, the 
Cleveland Electric Illuminating Com- 
pany will receive the following benefits : 
Withdrawal of the city suit pending be- 
fore the state supreme court. Continua- 
tion of the present electric rate for four 
years. Increase of 17 per cent in steam 
rates, which will add $625,000 a year to 
the electric company’s revenue. 


Pennsylvania 


“Tip” Taxis Stopped 
M EMBERS of the GI Taxicab Associa- 


tion, who have been providing 
Philadelphia with service on a tip basis, 
must cease their operation, the state 
supreme court ruled recently. 

The tribunal’s decision, handed down 
in Pittsburgh, upheld an injunction of 
the Dauphin County Court, which, in 
turn, had supported the state public util- 


ity commission’s order directing the GI 
group to stop operating cabs. 

The state commission on December 2, 
1946, turned down the association’s bid 
for operating permits after hearings at 
which the Yellow Cab Company main- 
tained that it was providing adequate 
service for Philadelphia. 

While considering the association’s ap- 
peal, the supreme court permitted the 
group to operate on a tip basis. 


Texas 


Closed Shop Bill Approved 
HE state legislature by a decisive 
majority on April 2nd sent the gov- 

ernor its first restrictive labor measure, 


banning the closed shop. The house ap- 
proved, & to 39, a conference committee 
revision of the bill by Representative 
Marshall O. Bell, San Antonio. It had 
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been stripped of a crippling amendment. 
The senate, a few minutes later, ratified 
the report on a voice vote. 

Commonly known as the “Right to 
Work Bill,” it declares that the inherent 
right of a person to work and bargain 
freely with his employer, collectively or 
individually, shall not be denied or in- 
fringed by law or any organization. Then 
it provides that “no person shall be denied 
employment on account of membership 
or nonmembership in a labor union.” 

Passage of the bill was said to be an 
outright defeat for organized labor. 
Union leaders protested it bitterly. 

Bills to prevent disruption of utility 
service during labor disputes and to 
penalize secondary strikes and boycotts 
were approved last month by the state 
house labor committee. 

The committee declined Representa- 
tive Sidney McClain’s proposed amend- 
ment to include telephone workers under 
the utility strike bill. It applies to elec- 
tric, gas, and water utilities. 

The utility bill reported recently was 
the senate version of a measure already 
approved by the house labor committee. 
It prescribed penalties for disruption of 
essential service and for sabotage. 
Picketing would be permitted as long as 
it did not interfere with service. 

Claud Gilmer, house sponsor of this 
legislation, opposed addition of the 


amendment to include telephone com- 
panies. He expressed an opinion it would 
not be germane to the original bill, and 
legally would fall into a group of second- 
ary public services which have not been 
considered essential. He suggested a 
separate bill be drawn for telephones. 


House Passes Gas Tax 


“Tu house sent to the senate early 
this month the first tax bill of the 
fiftieth legislature, an estimated $35,000,- 
000 annual levy on the gathering of nat- 
ural gas. 

A strong majority jammed it through 
the house, 77 to 28, with a minimum de- 
bate. Proceeds of the tax would be de- 
voted first to payment of $2,000 mini- 
mum salaries to teachers and, secondly, to 
construction of rural roads, 

The tax levy is 1.85 cents per thousand 
cubic feet on natural gas carried in gather- 
ing lines, excluding that used for manu- 
facturing carbon black or reinjected into 
the earth. 

Its definition of “gathering gas” seeks 
to place the occupation tax on the person 
or firm handling the gas after it is pro- 
duced and before it is admitted into a 
transmission line. The tax would be in 
addition to a production levy of 5.2 per 
cent of value at the wellhead, which 


yielded $3,500,000 last year. 


Washington 


Rate Increase Authorized 
HE Spokane Gas & Fuel Company 
last month was authorized by An- 
drew J. Zimmerman, director of the state 
department of public utilities, to increase 
rates to the consumer to an extent which 
would give the company an added gross 
operating revenue of $81,000 in 1947. 
The increase became effective as of 
March 12th, and is now operating. 
Director Zimmerman said he was un- 
able to state what the increase would 
mean to the average customer, but that it 
would produce only a 2 per cent return to 


the company on its invested capital. 

Facts brought out at a hearing of the 
company’s application for increased 
rates showed that operation loss in 1946 
was $19,598 and would amount to $72,- 
597 in 1947. The January loss actually 
was $8,105, according to testimony. The 
hearing was held last February. 

Director Zimmerman denied the com- 
pany’s request to make customer thermal 
unit billing, ordering instead that the 
cubic foot basis of customer billing be 
used, effective with March 12th meter 
readings. 
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The Latest Utility Rulings 


Cost of Defending Title to Water Rights 

Charged to Plant Account 
balance of about $56,000 was established 
as the cost of defending the lease of sur- 


plus canal waters. Commissioner Bur- 
ritt, speaking for the commission, said: 


HE New York commission, in per- 

mitting the merger of Hydraulic 
Race Company into Buffalo Niagara 
Electric Corporation last year, provided 
that about $68,000 standing in the ac- 
count of the merged company as repre- 
senting amounts paid for professional 
services and expenses in a proceeding 
against the state of New York should be 
charged to Account 146, Other Deferred 
Debits. Later the company petitioned for 
authority to transfer this amount to 
Plant in Service. Authority has been 
granted as to a part of the amount. 

The questioned expenditure related to 
the cost of the company’s defense of its 
right to use Erie canal surplus water 
under a lease. The state had taken the 
position that the surplus waters of the 
Barge canal were not a part of the quan- 
tity of waters originally leased. The 
court finally upheld the right of the com- 
pany to these waters. 

Evidence was submitted to show that 
about $11,000 of the amount in contro- 
versy related to engineering fees, and it 
was proposed to charge this to surplus. A 


Considering the nature and importance of 
the defense of its rights, the amount of liti- 
gation involved, and the period over which 
it extended, I believe that the company has 
shown the propriety and reasonableness of 
the cost of $56,357.72. 


The Uniform System of Accounts, in 
Instruction 9—Land and Land Rights in 
Electric Plant accounts, provides that 
items of cost to be included in the ac- 
counts for Land and Land Rights are as 
follows: “Title, examining and acquiring 
and registering in connection with the ac- 
quisition; and defending against claims 
relating to the period prior to the acqui- 
sition.” 

This provision, it was said, clearly 
covered the amount which was found to 
be the reasonable cost of defending the 
company’s title to use the surplus waters, 
and it should be charged to Account 101, 
Electric Plant in Service. Re Buffalo 
Niagara Electric Corp. (Case 12,372). 


e 


Stock Restrictions Not to Be Imposed When 
Certificate Transfer Approved 


“To West Virginia commission is 
without power to impose conditions 
and restrictions upon the transfer of 
stock when it approves the transfer of a 
certificate to a corporation. The state 
supreme court of appeals so held in set- 


ting aside a commission order authoriz- 
ing the transfer of a certificate by an in- 
dividual to a corporation controlled by 
him, 

The corporation had been organized so 
that the holder of the certificate might 
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segregate his regulated business from 
other activities. 

However, he had not been aggres- 
sive in developing the territory. The 
commission thought that without such re- 
striction control of the corporation might 
fall into the hands of those who, by rea- 
son of aggressiveness and financial abil- 
ity, might, without the consent of the 
commission, enter upon a program to ex- 
ploit the entire field and destroy the 


stabilization of the motor transportation 
industry in the territory. 

The statute, said the court, requires 
commission approval of a certificate 
transfer. There is nothing in the statute, 
however, which delegates to the commis- 
sion the power to impose conditions on 
the ownership and transfer of the stock 
of a corporate certificate holder. Nicely 
et al. v. Public Service Commission et al. 


41 SE2d 297. 


Approval Required for Reorganization and 
Reissue of Capital Stock 


oR Wisconsin commission author- 
ized Wisconsin Hydro Electric 
Company to issue first mortgage bonds, 
to make certain adjustments of its ac- 
counts, and to reclassify its capital stock 
so as to effect a reorganization. These 
steps were being taken in connection with 
proceedings before the Securities and 
Exchange Commission. 

The Wisconsin Supreme Court had de- 
cided in Lake Superior Dist. Power Co. 
v. Public Service Commission (February 
25, 1947) that no fee was payable on a 
split-up of common stock into a greater 
number of shares without increase in the 
total par value outstanding, The court, in 
effect, had held that the fee applied only 
to original issues and that, consequently, 
as upon the split-up there was no issu- 
ance of additional common stock or any 
change in the utility’s existing capitali- 
zation, there was no additional original 
issue of securities. 

In the instant proceeding there was to 
be no money, property, or services paid 
in to the company and no increase in its 
total outstanding capital stock. Thus, in 
conformity with the court’s decision, 
there was no additional original issue of 
capital stock and no fee as contem- 
plated by the statute was payable. 

It seemed clear to the commission, 
however, that authorization was required 
for consummation of the recapitalization. 
Wisconsin statutes give the commission 
jurisdiction to regulate the issuance of 
securities. It was said to be evident from 


589 


the statutes that before a public service 
corporation may issue securities it must 
first obtain a certificate authorizing such 
action. The commission continued : 


The regulatory power conferred on the 
commission in accordance with which it may 
grant such authorization is not restricted to 
an original issue of capital stock but applies 
likewise to reissues of such capital stock with 
different characteristics, terms, or conditions. 
To hold otherwise would set at naught the 
clearly expressed intent of the legislature 
that securities of public service corporations 
be so regulated that they “afford reasonable 
protection to purchasers” thereof. Obvious- 
ly, if securities once originally issued may 
later be ch: inged without commission 
authorization so that their terms and condi- 
tions are different from those originally 
authorized by the commission, then the find- 
ing of “reasonable protection to purchasers” 
required by statute would be meaningless 
as that protection could be completely elimi- 
nated by changes not subject to the com- 
mission’s jurisdiction. Accordingly, we con- 
clude that authority from this commission to 
issue common stock is required to effect the 
recapitalization of the company. 


Moreover, in this proceeding a virtu- 
ally complete change in capitalization was 
proposed. Outstanding preferred stock 
was to be converted into common stock. 
Outstanding common stock was to be 
converted into a less amount in total and 
per share of new common stock. Voting 
rights and control were to be redistrib- 
uted. The commission considered this 
to be a reorganization subject to statutory 
provisions for commission approval. Ke 
Wisconsin Hydro Electric Co. (2-SB- 
279). 
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No Redemption Premium When Net Retired 
Under Statutory Compulsion 


. Securities and Exchange Com- 
mission, in passing on reorganiza- 
tion plans for the Interstate Power Com- 
pany, again stated its view that the re- 
tirement of indebtedness under the com- 
pulsion of § 11 of the Holding Company 
Act is not voluntary or at the option of 
the company. Therefore, a redemption 
premium is not required. 

A ratio of bonds to net property of 
93.3 per cent and a ratio of bonds to total 
capitalization of 87.1 per cent were 


deemed excessive. The commission said 
that, in order to be feasible, a reorgani- 
zation plan must give reasonable assur- 
ance that the enterprise will operate 
economically and efficiently. It must be 
able to perform the purposes of its ex- 
istence. 

Further reorganization, with its at- 
tendant expense and injury to inves- 
tors, must be avoided. Re /nterstate Pow- 
er Co. (File No. 54-130, Release No. 
7143). 


7 


Labor Union As a Party 


RAILROAD’S motion to dismiss the 
complaint of a trainmen’s union 
against a rate increase was denied by the 
Pennsylvania commission, which agreed 
with the railroad that the union was not a 
patron or customer. It might, however, 
have sufficient standing as the represent- 
ative of its members using train service 


to make the complaint, it was said. 
The matter was set down for a hearing 
at which the union would be given oppor- 
tunity to present facts establishing its 
interest in the rate increase. Brotherhood 
of Railroad Trainmen, Blue Mountain 
Lodge No. 694 v. Valley Transportation 
Co. (Complaint Docket No, 14192). 


7 


Stock Dividend Authorized by SEC 


; Detroit Edison Company was 
permitted by the Securities and Ex- 
change Commission to issue 636,130 
shares of its par value common stock as 
a dividend and to transfer the aggregate 
par value thereof, $12,722,600, from 
earned surplus to capital stock account. 
The stock dividend is to be distributed 
to common stockholders in the ratio of 
one share for each ten shares held. 

In lieu of issuing fractional shares, the 
company will issue scrip certificates, 
payable to bearer. These may be ex- 


changed for full shares at any time dur- 
ing a period of two years. At the expira- 
tion of that period the company will sell, 
at market price, a number of shares of 
its common stock represented by unex- 
changed certificates outstanding and will 
hold the cash proceeds for an additional 
period of four years. It will pay to scrip 
certificate holders, upon surrender of 
their certificates, their proportion of the 
net proceeds of the sale. Re Detroit Edi- 
son Co. (File No. 70-1468, Release No. 
7284). 


e 


Security Values Not Measured by Wartime Earnings 


Ane providing for recapitalization 
of the Seattle Gas Company on a 
common stock basis was approved by the 
Securities and Exchange Commission. 
This is a subsidiary operating utility. 


Among other things, the commission 
ruled that wartime earnings are not, by 
themselves, a reliable criterion for de- 
termining prospective earnings for the 
purpose of judging the fairness, or un- 
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THE LATEST UTILITY RULINGS 


fairness, of a recapitalization plan. 

Cancellation of present common stock 
was considered fair, since second pre- 
ferred stockholders had a dividend claim 


exceeding the most favorable future 
earnings estimate for the company. Re 
Seattle Gas Co. (File Nos. 54-124, 59-79, 
70-1197, Release No. 7128). 


e 


Intrastate Rates Conformed to Interstate Rates 


sota commission to increase rates 
for intrastate shipments of coal and coke 
in conformity with similar increases 
authorized by the Interstate Commerce 
Commission. It was said that confusion 
existed at the head of the lakes in con- 
nection with line-haul movements of coal 
by way of state and interstate routes. 
Commissioner Chase, in a dissenting 
opinion, objected that the order was pri- 
marily in the interest of one or more coal 
companies and directly against the in- 
terests of the coal-using public of Minne- 
sota. He said: 


Page was granted by the Minne- 


In my opinion this commission is created 


and its members employed to represent and 
defend the people of Minnesota and not to 
pass orders to their detriment. The proposed 
order will cause an increase in coal prices in 
Minnesota to the extent of the increase in 
rates. It cannot be otherwise, unless the coal 
companies absorb the increase, and this is 
exactly what the company or companies with 
Superior dockage do not desire to do. 

I protest further the contemplated action 
whereby this commission places additional 
financial burdens upon the people of the 
state “without making a finding as to the 
reasonableness of the rates so increased.” If 
we have not the mental capacity to determine 
whether or not rates are reasonable, we 
should not increase them blindly. 


Re Freight Rates and Charges (Docket 
No. A-6841, Reopened). 


e 


Connection Charge in Lieu of Taxes Disapproved 


To Colorado commission upheld a 
school district’s complaint against 
the connection charges of a sanitation 
utility. 

The sewer system had been con- 
structed at considerable cost, which was 
to be defrayed by taxes collected from 
residents of the area in relation to the as- 
sessed valuation of their particular prop- 
erty. 

However, since the school district 
property was tax exempt, the utility, by 
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the admission of one of its officers, im- 
posed a “connection charge” of $2.21 per 
foot of sanitary line within the school dis- 
trict property. 

This charge applied only to tax- 
exempt property. 

The commission ruled that such a 
charge was unreasonable, discriminatory, 
and without foundation in law. School 
District No. 47, County of Jefferson v. 
Lakewood Sanitation District (Decision 
No. 27655, Case No. 4934). 


Motor Carrier Permit Withheld 


HE Colorado commission denied a 

motor carrier’s application for a 
permit to operate as a private carrier 
where the evidence offered by the car- 
rier indicated that the service that he 
would render could well be that of a com- 
mon carrier. The commission also con- 
sidered the effect that the proposed op- 
eration would have on existing common 
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carrier service and therefore stated: 


Moreover, we cannot say, from the evi- 
dence offered herein, that the common car- 
rier service is inadequate, and it did appear 
that the efficient public service of some car- 
riers would be impaired by the proposed op- 
eration of applicant. 


Re Schroeder (Application No. 8060-PP, 
Decision No. 27522). 
APR. 24, 1947 
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Other Important Rulings 


ois Montana commission stated that 
it has sanctioned the filing of rate 
contracts between utilities where the con- 
ditions under which service was rendered 
were special and where other patrons of 
the utility could not accept or use power 
under the same conditions, but that it was 
not bound by such contract rates if they 
were discriminatory, and it could change 
them at any time. Re Montana Power & 
Light Co. (Docket No. 3494, Order No. 
1893). 


New rates proposed by a telephone 
company were approved by the Wiscon- 
sin commission where the company’s re- 
turn would be about 5.8 per cent and 
where the increased rates were still some- 
what lower than rates of comparable ex- 
changes. Re Gilman & Western Tele- 


phone Co. (2-U-2299). 


The New York Court of Appeals up- 
held a decision that contracts under which 
the city of Buffalo agreed to maintain 
railroad crossings within its limits were 
unaffected by a subsequently enacted 
statute extending to that city the provi- 
sions of the Railroad Law making rail- 
roads responsible for the maintenance of 
crossings. Western New York & Penn- 
sylvania R. Co. et al. v. City of Buffalo, 
71 NE2d 108. 


The New York commission author- 
ized a holding company to sell to its 
wholly owned subsidiary water rights 
leased by the holding company to the 
subsidiary and used by the latter com- 
pany in the development of hydroelectric 
power. The commission believed that a 
company using water rights should own 
them rather than lease them from its 
parent. Re Buffalo Niagara Electric 
Corp. (Case No. 12727). 


That an electric company’s acquisition 
of the properties and franchises of an- 
other electric company would result in a 


rate reduction for the customers of the 
latter company does not justify the sale 
where there would be no reduction in the 
cost of service in the area served by the 
seller and the reduction would be borne 
by the existing customers of the purchas- 
ing company, since the public involved in 
such a sale consists of the customers of 
both companies, according to a recent rul- 
ing of the New York commission. Re 


Old Forge Electric Corp. (Case 11604). 


The Nebraska Supreme Court affirmed 
a lower court decision requiring a rail- 
road to cease using reflectorized discs at 
switch stands where formerly oil lamps 
were used. The court, quoting the rele- 
vant statute, pointed out that the words 
of the statute in their ordinary and usual 
meaning clearly did not include reflector- 
ized discs as proper lights at switch 
stands. State v. Chicago & N. W. R. Co. 
25 NW2d 824. 


The Colorado commission rejected a 
motor carrier’s application for authority 
to render service necessary to the discov- 
ery and production of petroleum where 
the record indicated that existing service 
in the oil fields was adequate or could be 
made adequate under commission direc- 
tion. The commission pointed out that too 
many carriers ultimately would cause a 
deterioration of service, not an improve- 
ment. Re Lemmon (Application No. 
7669, Decision No. 27284). 


The supreme court of Oklahoma 
affirmed a ruling of the state commission 
approving a motor carrier’s request for 
the extension of its certificate. The com- 
mission had found that the new service 
was a necessity in the sense that it was a 
public need without which the public 
would be inconvenienced to the extent of 
being handicapped in the pursuit of busi- 
ness or pleasure, or both. Oklahoma 
Transportation Co. v. State et al. 177 
P2d 93. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Security issues—financing of electric exten- 
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RE TRI-COUNTY RURAL ELECTRIC CO., INC. 


NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Tri-County Rural Electric Company, 
Incorporated 


Docket No. 2521 


Jersey Central Power & Light Company 


Tri-County Rural Electric Company, 
Incorporated 


Docket No. 2694 
March 4, 1947 


PPLICATION by electric utility for authority to borrow money 

i \ for extension of lines and complaint by rival utility as to 

territories to be served; service-area boundaries established and 

application denied. For a related decision, see (1941) 38 
PUR(NS) 48. 


Monopoly and competition, § 16 — Commission jurisdiction — Territorial dispute. 


1. The Commission has authority to determine service-area disputes be- 
tween electric utilites, p. 100. 


Monopoly and competition, § 28 — Territorial disputes — Establishment of 
boundaries. 
2. Definite service areas should be established for electric utilities where 
establishment of service to new customers is delayed because of uncertain- 
ties and disputes over the territory which each should serve, p. 101. 


Monopoly and competition, § 28 — Electric utilities — Service areas — Establish- 
ment of boundaries. 
3. An electric utility should receive an adequate allocation of the territory 
which it has developed, when service-area boundaries are established between 
rival utilities, p. 101. 


Security issues, § 53 — Authority to issue note — Funds for extension line — 
Denial pending territorial boundary establishment. 


4. An application for authority to issue a note to secure funds for construc- 
ting extensions to lines, in territory involved in a controversy with another 
utility as to operating rights, should be denied pending establishment of 
territorial boundaries by the Commission, p. 101. 
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[7] 97 67 PUR(NS) 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


APPEARANCES: Joseph F. Auten- 
rieth and Alfred A. Rochester, for Jer- 
sey Central Power & Light Company; 
Herman H. Anekstein, for Tri-County 
Rural Electric Company, Inc.; Frank 
H. Sommer, Deputy Attorney Gen- 
eral, Counsel for Board of Public Util- 
ity Commissioners. 


By the Commission: Tri-County 
Rural Electric Company, Inc. (herein- 
after referred to as Tri-County), a 
public utility subject to the jurisdiction 
of this Board, applied by petition dated 
June 14, 1946, for authority to execute 
a note in the amount of $50,000, 
for the purpose of obtaining funds 
to finance the construction of approxi- 
mately 16 miles of additional electric 
transmission, distribution, and service 
lines, together with necessary appur- 
tenances to serve approximately 250 
new customers. Together with its pe- 
tition, Tri-County submitted a map 
showing the location of the lines it pro- 
poses to construct and the customers it 
proposes to serve. The petition recites 
that a copy of the aforementioned map 
was submitted to Jersey Central Pow- 
er & Light Company on or about May 
23, 1946, in accordance with a pre- 
vious ruling of this Board. The rul- 
ing referred to follows: 


: “In order to avoid territo- 
rial disputes in the future in so far as 
possible and to effect a speedy termi- 
nation of such disputes as may arise 
if either party desiries to extend its 
respective lines within one mile of the 
line of the other party, then such party 
desiring to so extend shall serve thirty 
days’ written notice of the proposed 
extension upon the other party. If 
after service of notice disputes shall 
arise the dissatisfied party shall 


promptly seek recourse as provided by 
67 PUR(NS) 


through petition to this 
(Board’s order dated 


statute 
Board.” ... 
April 24, 1941.) 

A hearing was held in the matter 
covered by Docket No. 2521 on July 
22, 1946, and at the request of counsel 
for Jersey Central Power & Light 
Company the hearing was continued 
to afford the latter an opportunity to 
be heard. 

Jersey Central Power & Light Com- 
pany (hereinafter referred to as Jer- 
sey Central), by petition dated Au- 
gust 21, 1946, filed a formal complaint 
against Tri-County, containing alle- 
gations which may be summarized as 
follows : 


1. That the map attached to Tri- 
County’s petition, dated June 14, 1946, 
hereinbefore referred to, indicates that 
certain of the transmission, distribu- 
tion, and service lines which Tri-Coun- 
ty proposes to construct, come within 
the provisions of the Board’s order of 
April 24, 1941, in that they would con- 
stitute extensions within one mile of 
Jersey Central lines and that said ex- 
tensions, more particularly set forth in 
Schedule “A” of its petition, would, 
if constructed, constitute an invasion 
of its territory. 

2. That said proposed extension 
would, in part, violate the following 
provision of an agreement between 
Jersey Central and Tri-County, dated 
August 2, 1937: 

“Neither party, unless ordered so to 
do by a properly constituted authority, 
shall distribute or furnish electric en- 
ergy to anyone, who, at the time of the 
proposed service, is receiving electric 
service from the other, or whose prem- 
ises are capable of being served by the 
existing facilities of the other without 
extension of its distribution system 




















RE TRI-COUNTY RURAL ELECTRIC CO., INC. 


other than by the construction of sec- 
ondary lines not exceeding 300 feet in 
length. 

“Neither party unless ordered so to 
do by a properly constituted authority 
shall duplicate the other’s facilities ex- 
cept in so far as such duplication shall 
be necessary in order to transmit elec- 
tric energy between unconnected points 
on its lines.” 

3. That in the past Tri-County in 
three instances, specified in the com- 
plaint, established service to customers 
either in violation of aforementioned 
agreement of August 2, 1937, or the 
Board’s order dated April 24, 1941. 

4. That Tri-County has, since the 
order of the Board dated April 24, 
1941, constructed extensions of its pri- 
mary distribution facilities, paralleling 
and in close proximity to the primary 
distribution facilities of the Jersey 
Central, with the design and intent of 
extending beyond existing lines of Jer- 
sey Central so as to thereafter claim 
the right to serve prospective custom- 
ers to whom Jersey Central would 
otherwise be entitled to render service, 
pursuant to the terms of the aforesaid 
agreement dated August 2, 1937, or 
the aforesaid order of April 24, 1941. 

5. That continuing controversies 
between the parties can only be avoided 
by the establishment of definite terri- 
torial boundaries (boundaries sug- 
gested by Jersey Central are set forth 
in paragraph 12 of its petition). 

Jersey Central’s petition prays, in 
substance, for the issuance of order to 
Tri-County to show cause why it 
should not be ordered to cease supply- 
ing certain premises, to refrain from 
supplying other premises, all of which 
premises are more particularly set 
forth in Schedule “A” attached to Jer- 
sey Central’s petition; and why terri- 
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torial boundaries should not be estab- 
lished in the manner set forth in para- 
graph 12 of Jersey Central’s petition. 
The petition further prays that upon 
finding that any of Tri-County’s pro- 
posed construction is not necessary 
and will not conserve the public inter- 
est, an order be issued prohibiting, pro 
tanto, such construction; and that the 
Board fix and determine areas for pri- 
mary distribution facilities by each 
party and established boundaries to 
protect and preserve the integrity of 
privileges exercised by the parties in 
the territory served by them. 

An order to show cause, as prayed 
for, was issued. Tri-County subse- 
quently filed an answer, in which it as- 
serts that after an exchange of letters 
with Jersey Central pertaining to its 
proposed construction program, set 
forth in its petition—Docket No. 2521 
—it agreed at a hearing on July 22, 
1946 (prior to filing of Jersey Central 
complaint), to the elimination from its 
construction program of extensions to 
seventeen prospective customers, in- 
cluded in Schedule “A” of Jersey Cen- 
tral’s petition. Also that it has agreed, 
prior to the filing of Jersey Central’s 
petition, that Jersey Central could 
serve seven other prospective custom- 
ers set forth in Jersey Central’s list of 
service objections, set forth in the 
aforementioned Schedule “A.” As to 
the remaining thirty service objec- 
tions listed in Schedule “A” Tri-Coun- 
ty denies Jersey Central’s right to 
serve these customers and asserts that 
it is entitled to serve them. Tri-Coun- 
ty also specifically denies charges that 
it has constructed lines in a manner 
designed to permit the preémpting of 
territory and alleges in turn that Jer- 
sey Central was guilty of such prac- 
tices. Tri-County’s answer further as- 
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serts that neither Jersey Central nor 
Tri-County have strictly complied with 
the provisions of the Board’s order of 
April 24, 1941, and sets forth specific 
instances in which it alleges that Jer- 
sey Central violated said order. The 
answer further asserts that strict com- 
pliance by both parties with the 
Board’s order of April 24, 1941, 
would make the establishment of spe- 
cific boundaries unnecessary. As to 
the boundaries suggested by Jersey 
Central, Tri-County asserts that said 
boundaries are arbitrary, insufficient, 
impractical, and injurious and fail to 
take into account the present location 
of Tri-County’s system and that Jersey 
Central, in suggesting said boundaries, 
was seeking to thwart Tri-County’s 
growth and make its existence impos- 
sible financially. Tri-County prays 
that Jersey Central’s complaint be dis- 
missed. 

Because of the close relationship of 
the matters involved in Tri-County’s 
Security Application—Docket No. 
2521—and the Jersey Central formal 
complaint as to territorial boundaries 
—Docket No. 2694—these proceed- 
ings were consolidated after the initial 
hearing on Docket No. 2521. Further 
hearings were held on September 25, 
1946, and October 3, 1946, and briefs 
were thereafter submitted by both 
parties. 

While the pleadings in these pro- 
ceedings are somewhat lengthy, the is- 
sues presented may be briefly sum- 
marized as follows: 

1. Necessity for establishment of 
territorial boundaries under the cir- 
cumstances in this case. 

2. Reasonableness and_ territorial 
boundaries suggested by Jersey Cen- 
tral. 


3. Rights of respective parties to 
serve prospective customers referred 
to in the pleadings. 

4. Right of Tri-County to continue 
to supply service to three existing cus- 
tomers (Rova Farms—Arthur Mick 
and Fred Noller). 

5. Effect of conclusions reached as 
to foregoing on Tri-County’s applica- 
tion for the approval of the issuance 
of a $50,000 note to finance extensions 
to some new customers. 

[1] The Board’s authority to de- 
termine territorial disputes, is set forth 
in Rev Stats 48:7-5 viz: 

“The Board of Public Utility Com- 
missioners shall have power, after 
hearing upon notice, to determine be- 
tween public utilities supplying electric 
light, heat, or power, questions in dis- 
pute as to territories to be served. 
Pending the hearing the Board may 
enjoin the construction of facilities for 
such supply. 

“Upon finding and determination 
that the construction is not necessary 
and proper for the public convenience 
and will not properly conserve the pub- 
lic interest, the Board may issue or- 
ders prohibiting it.” 

Tri-County, a New Jersey corpora- 
tion, was organized in 1937, in fur- 
therance of a government-aided pro- 
gram for promotion of electrification 
in rural areas which were not receiv- 
ing central station service. Tri-County 
supplies electric service in portions of 
four counties, viz: Middlesex, Mon- 
mouth, Burlington, and Ocean coun- 
ties. The area served by Tri-County 
is completely surrounded by the area 
in these counties in which Jersey Cen- 
tral provides service. To some ex- 
tent the areas served by the respec- 
tive companies are interwoven, and 
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their lines cross each other at many 
points. 

The provisions of a power agree- 
ment dated August 2, 1937, and here- 
inbefore quoted, represented the initial 
effort of the parties to avoid territorial 
disputes. Counsel for Tri-County, in 
his brief, asserts that both Jersey Cen- 
tral and Tri-County violated this 
agreement, and there is evidence in 
the record in support of this asser- 
tion. It is clear that this agreement 
did not adequately accomplish its ob- 
jectives. 

In the determination of a territorial 
dispute between the same parties, this 
Board in 1941 issued an order contain- 
ing a provision hereinbefore quoted, 
which was intended to avoid in so far 
as possible future territorial disputes. 
Each of the parties frankly admitted 
violating this order. 

[2] The position taken by Tri- 
County that the establishment of defi- 
nite territorial boundaries is not re- 
quired under the circumstances in this 
case, does not appear tenable in the 
light of admissions by Tri-County that 
the latter violated the 1937 agreement, 
and the Board’s order of 1941, both of 
which were intended as bases for set- 
tlement for territorial questions. Coun- 
ter-assertions by Tri-County of viola- 
tions by Jersey Central make it clear 
that there is no meeting of the minds 
between the parties as to the areas 
which each is to serve. Uncertainties, 
and resultant disputes as to service 
areas tend to delay establishment of 
service to prospective customers. The 
continuance of such a situation is not 
in the public interest, and the Board 
accordingly finds under the circum- 
stances here presented that conserva- 
tion of the public interest requires the 


101 


establishment of definite service area 
boundaries for the respective parties. 

[3] While the record does not sup- 
port Tri-County’s contention that the 
boundaries suggested by Jersey Cen- 
tral would make Tri-County’s exist- 
ence financially impossible, it does, 
nevertheless, appear that Jersey Cen- 
tral’s suggested boundaries would, if 
adopted, constitute an inadequate allo- 
cation to Tri-County of territory de- 
veloped by the latter. The Board, 
therefore, finds that adoption of the 
boundaries suggested by Jersey Cen- 
tral in its petition would not be in the 
public interest. 

In lieu of such suggested boundaries, 
the Board finds and determines that 
the boundaries established in the fol- 
lowing order reasonably meet the 
standards of Rev Stats 48:7-5, and 
further that the rights of the respective 
parties to serve prospective as well as 
present customers, should be governed 
by the provisions of said order. The 
Board finds no special circumstances in 
the record which would justify issu- 
ance of an order that Tri-County cease 
serving Rova Farms, Arthur Mick, 
and Fred Noller. 

[4] Since Tri-County proposed to 
use some portion of the $50,000 note 
which it is seeking authority to issue 
for the purpose of defraying the cost 
of constructing extensions affected in 
part by the provisions of the territorial 
order hereinafter set forth, the Board 
finds and determines that the applica- 
tion of Tri-County for approval of the 
issuance of the aforesaid note as more 
particularly set forth in its petition in 
Docket No. 2521, should be and is 
hereby denied without prejudice to 
Tri-County’s right to submit a revised 
application in this respect in conform- 
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ity with the provisions of the Board’s 
Decision and Order in this matter. 

In view of the foregoing, the Board 
orders and directs: 

(1) That, subject to the provisions 
of subsequent paragraphs of this order, 
Tri-County shall confine extensions of 
its facilities, within the enclosed area 
described in Appendix A, attached 
hereto [omitted herein] ; 

(2) That, subject to the provisions 
of subsequent paragraphs of this or- 
der, Jersey Central shall not hereafter 
construct extensions of its facilities 
within the enclosed area described in 
Appendix A ; 

(3) That in view of the existing de- 
velopment by each party of some por- 
tion of the territory allocated to the 
other by paragraphs (1) and (2) of 
this order, and because of the differ- 
ences in electrical and physical char- 
acteristics of the Tri-County and Jer- 
sey Central systems, each party may 
continue to operate existing facilities 


located in the territory of the other, 
and to serve customers now connected 
to said facilities ; 

(4) That each party, upon receipt 
of bona fide application for service, 
may, without notice to the other, make 
further extensions of existing second- 
ary facilities within the territory here- 
in allocated to the other, provided that 
such further secondary extensions do 
not exceed 300 feet in length, and in 
the event that longer secondary exten- 
sions are proposed, they shall only be 
installed after receipt of the written 
consent of the party within whose ter- 
ritory said extensions are to be located ; 
and 

(5) That each party, for proper op- 
eration of the facilities in its system, 
may construct and maintain through 
transmission facilities in and across 
the territory herein allocated to the 
other. 

This decision and order shall be- 
come effective immediately. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of Stoughton 


2-U-2193 
January 8, 1947 


EHEARING on Commission order authorizing municipal water 
plant to increase water-softening rates; earlier order af- 


firmed. For earlier order, see (1946) 66 PUR(NS) 156. 


Public utilities, § 64 — Status of water-softening service — Municipal plants. 
Water-softening service furnished by a municipal water plant is public 
utility service subject to the Commission’s jurisdiction. 

¥ 
By the Commission: The city of 1946, on the Commission’s order of 

Stoughton, Dane county, was granted October 30, 1946, 66 PUR(NS) 156, 

rehearing by order of December 6, authorizing the city, as a water pub- 
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lic utility, to increase rates for wa- 
ter-softening service rendered with 
individual softening units at the cus- 
tomers’ premises. The rehearing was 
limited to the question of the Commis- 
sion’s jurisdiction and to the filing of 
a brief by the city attorney. 

The city asked the rehearing on the 
ground that the water-softening serv- 
ice is not public utility service and, 
therefore, not under the jurisdiction of 
the Commission. In a dissent to the 
October 30, 1946, order Commissioner 
Samuel Bryan took the same position. 
The Commission in Docket 2-U-1998 
held by order of November 28, 1944, 
56 PUR(NS) 191, that the Stough- 
ton water-softening service was that 
of a public utility and refused to au- 
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thorize the city to abandon the 
service. 

The Commission has read the brief 
of the Stoughton city attorney, has re- 
viewed the record in this case, and has 
considered its previous decision. The 
Commission again concludes that the 
Stoughton water-softening service is 
public utility service, subject to the 
Commission’s jurisdiction. 

The Commission finds and con- 
cludes : 

That it has jurisdiction with respect 
to the matters determined by its order 
of October 30, 1946, herein granting 
the application of the city of Stough- 
ton, Dane county, as a water public 
utility, for increased rates for water- 
softening service. 





of residential customer. 











CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re New Haven Gas Light Company 


Docket No. 7855 
January 14, 1947 


PPLICATION for authority to add uniform fuel adjustment 

Zi \ clause to all of gas company’s rates and to withdraw e-xist- 

ing fuel adjustment clause applying only to some of its rates; 
uniform fuel adjustment clause approved. 


Rates, § 303 — Fuel adjustment clause — Base price of coal. 
1. The fair base price for coal to be used for purchased gas in connection 
with a gas company’s fuel adjustment clause in its rate schedule should be 
the 5-year average cost of coal just prior to price decontrol, 1942-1946, 
inclusive, rather than the price used in the company’s contract with a coke 
company which did not represent the average cost of coal to the coke com- 
pany during the time period to be used in computing cost, p. 107. 


Discrimination, § 109 — Gas rates — Unfair fuel adjustment clause — Exemption 


2. Inclusion in a gas company’s rate schedule of a fuel adjustment clause 
applicable to sales of gas above 5,000 cubic feet per month will not create 
discrimination against the larger consumers, by virtue of exempting the 
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average residential customer from the impact of the clause in its operation, 
where in computing the fuel adjustment charge the company will use as a 
divisor the total quantity of gas sold and where the fuel adjustment clause 
does not recoup for the company the full impact of the increase in fuel 


costs, p. 107. 


By the Commission: The New 
Haven Gas Light Company, which 
distributes gas in the metropolitan area 
of New Haven, serves its several 
classes of customers, residential, com- 
mercial, and industrial, under six rate 
schedules now on file and known as 
schedules A-—F, inclusive. Under date 
of November 27, 1946, said com- 
pany filed with the Commission 
amendments to these six rate sched- 
ules embodying a fuel adjustment 
clause, these amendments to become 
effective January 1, 1947. In filing 
such amendments the company, in 
its covering letter, stated as fol- 
lows: 

“This amendment makes no change 
in the present rate schedules, with the 
exception of an addition of a fuel ad- 
justment clause applicable to all rate 
schedules as follows: 

“In the event the company pays in- 
creased prices for gas purchased and 
manufactured, by reason of increased 
prices for fuel, the right is reserved, 
without further notice, to apply a fuel 
charge to each 1,000 cubic feet of gas 
used per month when the fuel charge 
exceeds 1 cent per thousand cubic feet, 
and if at any time the company pays 
decreased prices for gas purchased and 
manufactured, by reason of decreased 
prices for fuel, the company will apply 
a fuel credit to each 1,000 cubic feet 
of gas used per month when the fuel 
credit exceeds 1 cent per thousand 
cubic feet. 

“The increase or decrease in the fuel 
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charge will be determined from the 
weighted average of: 

“(a) Purchased Gas—1 cent or the 
proportionate fraction thereof, per 
each 1,000 cubic feet of gas purchased, 
for each 25 cents or any fraction there- 
of, of increased or decreased cost per 
ton of coal, above or below $5.90 per 
gross ton delivered at the plant of the 
supplier. 

“(b) Manufactured Gas—increased 
or decreased cost per 1,000 cubic feet 
of gas made, for generator fuel and 
gas oil used, calculated from the bases 
of $8.07 per net ton and 4.1 cents per 
gallon, respectively, delivered at the 
gas plant. 

“The present rate schedule “E,” 
applying to one customer only, in- 
cludes a fuel adjustment clause for coal 
only which was filed with your Com- 
mission on April 17, 1941. This fuel 
adjustment clause is hereby withdrawn 
and this rate is subject to the new 


fuel adjustment clause shown above. — 


“Although this fuel adjustment 
clause as filed is applicable to all gas 
used it is the present intention of the 
company to apply it only to gas used 
by all customers in excess of 5,000 
cubic feet per month. 

“This fuel adjustment clause will 
not increase the net revenue of the 
company but will enable the company 
to recover the increased cost of fuels 
which this company has absorbed dur- 
ing the war and postwar periods, and 
is also so drawn to give the customers 
of the company the benefit of any de- 
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RE NEW HAVEN GAS LIGHT CO. 


crease in the future from the present 
level of fuel costs.” 

It will be observed from this cover- 
ing letter that the company stated its 
intention of applying the fuel adjust- 
ment rate only to consumption of gas 
in excess of 5,000 cubic feet per month 
per customer, which limitation ex- 
cludes about 75 per cent of the total 
sales to residential customers under 
General Rate “A.” 


Upon the foregoing filing the Com- 
mission originally ordered a hearing 
to be held at its office in Hartford, 
room 585, State Office building, 165 
Capitol avenue, Hartford, Connecti- 
cut, on December 10, 1946. Notice of 
the time and place of hearing was giv- 
en to the New Haven Gas Light Com- 
pany, to the city of New Haven, and 
to other interested parties, as fully ap- 
pears from Commission’s order of 
notice and return of its secretary there- 
on, on file. Legal notice was pub- 
lished in the New Haven Register, a 
newspaper having a circulation in the 
territory served by the gas company. 
Upon request of the city of New 
Haven and other interested parties, 
the hearing was reassigned to be held 
in the Public Hearing Room of the 
Hall of Records, 200 Orange street, 
New Haven, Connecticut, on Monday, 
December 16, 1946, at 7:30 o’clock in 
the evening, Eastern Standard Time. 
At said time and place the New Haven 
Gas Light Company appeared by its 
president. The city of New Haven 
appeared by its mayor. Approximate- 
ly 100 members of the public were 
present at the hearing some of whom 
stated their objections to the proposed 
amendments for inclusion in the rate 
schedules. 

The matter of a fuel adjustment 
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clause, as part of the rate structure of 
either a gas or electric utility compa- 
ny, has been the subject of considera- 
tion by the Commission during the 
past few years. It arose initially in 
Commission Docket 7203, dated June 
17, 1942, 44 PUR(NS) 65, respect- 
ing the gas rate schedules of The Con- 
necticut Light & Power Company, in 
which docket the Commission ex- 
pressed as follows its views respecting 
the public policy applicable to a fuel 
adjustment clause: 

“It is a matter of common knowl- 
edge that the cost of fuel has advanced 
substantially within the past year and 
no one is in a position to predict what 
this cost will be in the immediate fu- 
ture or within the next few years. If 
a utility company is to remain finan- 
cially sound as a means of serving the 
public, some recognition must be giv- 
en to increase in the cost of fuel as a 
major item of expense incurred in the 
generation of electricity and the pro- 
duction of gas. 

“As a general principle, the fuel ad- 
justment clause points the way toward 
the solution of one of the most acute 
problems in the utility rate-making 
field, namely, that of integrating pub- 
lic utility rates, which are generally of 
a rigid nature, into a flexible national 
economy. The economic system of 
the country has been subjected in an 
increasing degree to strain by virtue 
of the tension occasioned by rigid pub- 
lic utility rates in a nonrigid general 
price situation. Anything that can be 
done to bring utility rates more nearly 
into harmony with the general eco- 
nomic system is to that extent a public 
gain. It should mean a better balance 
in the economic system and a more ef- 
fective operation of economic forces. 
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Fuel adjustment clauses also bring 
about a reduction in customer pay- 
ment during a period of falling prices 
in depression eras when customers are 
most in need of reducing their living 
expenses. Likewise the increase in 
price to a customer occurring in an 
upward swing of price levels takes 
place at a time when the ability of cus- 
tomer to pay, as measured in dollars, 
has in most instances moved upwards. 

“Fuel adjustment clauses have been 
usual in electric power rates and in 
gas rates applicable to industrial con- 
sumers. They have come into use for 
household customers in recent years in 
this state and in many companies in 
Massachusetts and several other New 
England states.” 

The Commission in a later docket, 
Docket 7417, dated June 13, 1944, 54 
PUR(NS) 57, approved a uniform 
fuel adjustment clause to be followed 
by electric utility companies in filing 
thereafter such a clause as part of their 
rate schedules. This order was made 
after a detailed consideration of the 
subject matter and agreement between 
the representatives of the electric util- 
ity companies and the Commission, 
following a public hearing, upon the 
elements that should comprise a fuel 
adjustment clause in order that it 
would be fair in its operation to both 
customers and companies. 

The Commission has before it also, 
as a result of a recent hearing in Dock- 
et 7860, the matter of determining the 
principles which should underlie a uni- 
form fuel adjustment clause for gas 
utilities. The principles proposed at 
that hearing are essentially the prin- 
ciples established with respect to elec- 
tric utilities in Docket 7417 referred 
to above. 


The Commission has also approved 
in its Docket 7818, dated July 18, 
1946, a fuel adjustment clause, which 
is now in force within the territory of 
the Bridgeport Gas Light Company, 
and which is applicable to all classes of 
customers served by that company 
without regard to the quantity of their 
consumption. 

The New Haven Gas Light Com- 
pany purchases about 80 per cent of 
its daily requirements of gas from The 
Connecticut Coke Company at New 
Haven under a long-term contract be- 
tween the two companies. The agree- 
ment between the parties provides that 
the base price of coal to be used to de- 
termine the excess cost of coke oven 
gas shall be $5.90 per gross ton. The 
price of coke oven gas as charged by 
The Connecticut Coke Company was 
subject to control by the Office of 
Price Administration until November 
16, 1946, on which date the Office of 
Price Administration removed all con- 
trols on the price of coke oven gas. 
With the removal of price controls, 
the cost of coal used in the manufac- 
ture of coke oven gas increased from 
$6.47 per gross ton to $8.25 per gross 
ton, the current price of coal to The 
Connecticut Coke Company. During 
the same period the price of coke and 
oil used by the New Haven Gas Com- 
pany in producing gas required by the 
company to supplement its purchase of 
gas from The Connecticut Coke Com- 
pany has also increased. 

The result of these price changes in 
fuels used in manufacturing gas will 
result in a substantial increase to the 
New Haven Gas Company of its cost 
of operation which for the year 1947 
will be approximately $240,000 more 
than during the year 1946. 
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RE NEW HAVEN GAS LIGHT CO. 


There have been, of course, marked 
increases in the price of bituminous 
coal sustained by The Connecticut 
Coke Company as a result of upward 
adjustment of wage levels in the bitu- 
minous coal field, railroad freight 
rates, and maritime freight rates. The 
New Haven Gas Light Company, like 
other utilities and industries generally, 
has been sustaining increases in its op- 
erating expenses, as a result of the 
general increase in price levels. Under 
the proposed fuel adjustment clause, 
it is intended to include only the es- 
sential fuels used in gas manufactur- 
ing, such as coal, coke, and oil. 

This fuel adjustment clause is de- 
signed not to increase the company’s 
net revenue but essentially to permit 
the company to recoup increases in the 
cost of fuel arising out of the postwar 
period and, at the same time, to give to 
the customers the benefit of any de- 
crease in the cost of fuel that may oc- 
cur in any subsequent downward trend 
of price levels. 

The New Haven Gas Light Com- 
pany has in force at the present time a 
fuel adjustment clause applying to 
Rate “E,” Optional Industrial Rate, 
which is available for industrial cus- 
tomers who contract to use a mini- 
mum of 75,000,000 cubic feet of gas 
per year. This fuel clause, which be- 
came effective April 8, 1941, states as 
follows : 

“In any month when the cost of 
coal delivered to The Connecticut Coke 
Company exceeds $5.90 per gross ton, 
the price of gas billed to the customer 
at 40 cents per thousand cubic feet 
shall vary at the rate of 1 cent per 
thousand cubic feet or the proportion- 
ate fraction thereof, for each 25 cents 
or any fraction thereof in the average 
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cost per gross ton of coal above $5.90.” 

The basic difference between the 
fuel adjustment clause now applicable 
to the optional industrial rate only, 
and the fuel adjustment clause under 
consideration, is that, in the proposed 
clause, the increase or decrease in the 
fuel charge will be determined from 
the weighted average of both gas pur- 
chased from the plant of The Connecti- 
cut Coke Company at New Haven and 
gas manufactured by the New Haven 
Gas Light Company through its own 
gas generating facilities. 

[1, 2] The company proposes in 
its fuel adjustment clause to use $5.90 
per gross ton as the base price of coal 
for purchased gas. This price has 
been taken by the company from its 
contract with the Connecticut Coke 
Company and does not represent the 
average cost of coal to The Connecti- 
cut Coke Company during either of 
the 5-year periods mentioned herein- 
after, namely, 1937-1941 and 1942- 
1946. For that portion of gas manu- 
factured by the New Haven Gas Light 
Company (about 20 per cent of total 
daily requirements) the company pro- 
poses to arrive at the excess cost of 
these fuels by taking the average cost 
of coke and oil for the 5-year period, 
1937-1941, inclusive, namely, $8.07 
per net ton for coke and 4.1 cents per 
gallon for oil. 

Analysis by the Commission of the 
cost of coal used in the manufacture 
of coke oven gas, of which the New 
Haven Gas Light Company purchases 
about 80 per cent of its daily require- 
ments, discloses that the average cost 
of coal to The Connecticut Coke Com- 
pany for the 5-year period, 1937-1941, 
inclusive, was $5.66 per gross ton and 
during the 5-year period, 1942-1946, 
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it was $6.45 per gross ton as compared 
with the current cost of $8.25 per 
gross ton. Whichever price is used, 
$5.90 or $6.45 per gross ton, to arrive 
at the excess cost of coal, the New 
Haven Gas Light Company will not 
recoup in the operation of the fuel ad- 
justment clause the entire increase to 
it of the additional cost of fuel for the 
reason that the company does not pro- 
pose to apply the fuel clause in billing 
its customers for their consumption 
5,000 cubic feet or less of gas per 
month. As stated above, the increase 
in fuel costs to the New Haven Gas 
Light Company for the year 1947 will 
approximate $240,000. On the basis 
of $5.90 per gross ton for coal for 
purchased gas, the company on an an- 
nual basis would recoup about $213,- 
000, or about $27,000 less than the 
total increase in fuel costs. On the basis 
of $6.45 per gross ton for coal the pro- 
posed fuel adjustment clause will pro- 
duce $186,000 annually or about $54,- 
000 less than the company’s total 
increase in fuel costs. Though the net 
difference to the company between the 
application of the two base prices men- 
tioned above, i. e., $5.90 and $6.45 per 
gross ton, is relatively small in amount, 
the principle upon which the base price 
of coal should be determined merits 
consideration. In the instant case the 
company has been able to absorb the 
increase above $5.90 per gross ton 
passed on to it by its supplier of gas, 
The Connecticut Coke Company, with- 
out increasing bills to its customers to 
whom it distributes gas; and, if con- 
trol of prices by the Office of Price Ad- 
ministration of coke oven gas had not 
been removed, as it was on November 
16, 1946, the New Haven Gas Light 


Company would not now be before 
this Commission seeking relief. 

The Commission, therefore, believes 
that the fair base price for coal to be 
used for purchased gas should be the 
5-year average cost of coal just prior 
to price decontrol, 1942-1946, inclu- 
sive, i. e., $6.45 per gross ton and that 
the base price should not be $5.90 per 
gross ton, the price used in its con- 
tract with The Connecticut Coke 
Company, as requested by the gas 
company. 

Only 54.3 per cent of the total es- 
timated sales of gas for 1947 will be 
affected by the functioning of the fuel 
clause, since the clause applies only 
to those sales of gas over 5,000 cubic 
feet per month. It is estimated that 
for the year 1947 the proposed fuel 
adjustment clause will affect about 
8,700 customers or 12 per cent of 
the company’s 73,000 customers. 

The company’s intention of not ap- 
plying the fuel adjustment clause to 
the block of consumption of any cus- 
tomer represented by the first 5,000 
cubic feet per month has the conse- 
quence of limiting the amount of re- 
coupment the company will obtain in 
the operation of the fuel adjustment 
clause. It will also have the conse- 
quence of exempting the small con- 
sumer, whether he be residential or 
commercial, who uses gas in relatively 
low quantities. Hence, as stated above, 
the greater number of residential cus- 
tomers would not sustain any increase 
in their bills as a result of the adoption 
of the fuel adjustment clause. In 
computing the fuel adjustment charge 
the company will use as a divisor the 
total quantity of gas sold. It follows, 
therefore, that in the operation of the 
fuel adjustment clause the company 
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is not placing a heavier charge on the 
larger consumers by virtue of the 
company’s decision to absorb the ex- 
cess cost of fuel to those customers to 
whom the fuel adjustment clause does 
not apply. In view of that fact and 
in view of the further fact that the 
fuel adjustment clause does not re- 
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coup for the company the full impact 
of the increase in fuel costs, it does 
not appear that the fuel adjustment 
clause will create any discrimination 
against the larger consumers of gas 
by virtue of exempting the average 
residential customer from the impact 
of the clause in its operation. 
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Pennsylvania Public 


Vv 


Utility Commission 


Hendersonville Water Company 


Complaint Docket No. 14168 
January 27, 1947 


"Shay seen by consumers against inadequate water service; 
improvement in service ordered. 


Service, § 123 — Inadequate water supply — Refusal of meters. 
1. A water utility which conceded that its water supply was not sufficient 
to enable it to render adequate service, but did not wish to obtain an addi- 
tional supply until all consumers had agreed to the installation of meters, 
was ordered to diagnose and correct service inadequacies immediately at its 


111. 


own expense, p. 


Service, § 123 — Duty to serve — Water — Responsibility for supply. 
2. A water utility is responsible for the adequacy and quantity of water 
service rendered to its consumers and must act promptly to obtain an addi- 
tional source of water when its existing supply becomes inadequate, p. 111. 


> 


By the Commission: This is an 
inquiry and investigation instituted 
on the Commission’s own motion, un- 
der the provisions of §§ 412 and 413 
of the Public Utility Law, for the pur- 
pose of determining the character of 
water service being furnished by Hen- 
dersonville Water Company and the 
reasonable, safe, sufficient service to be 
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observed or the facilities to be fur- 
nished and employed. 

Hendersonville Water Company 
was organized early in 1946 for the 
purpose of supplying water to the resi- 
dents of the unincorporated village of 
Hendersonville, Cecil township, Wash- 
ington county, a community of ap- 
proximately 320 inhabitants. The 
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majority of residents occupy houses 
formerly owned by Pittsburgh Coal 
Company. Prior to May 7, 1946, wa- 
ter was furnished, without charge, to 
the tenants of these houses by the coal 
company from and through its own 
facilities. Hendersonville Water Com- 
pany acquired these facilities and since 
May 7, 1946, such water service has 
been offered to its consumers at a 
monthly flat rate of $2.50 per family. 

Respondent’s sources of water sup- 
ply are a drilled well 124 feet in depth, 
and two springs located about 100 
yards from each other. Water from 
the well is pumped to two circular 
wooden tanks located on a hill at the 
highest elevation in the village. The 
flow from the two springs is delivered 
through a 2-inch diameter pipe into 
a 4,500 gallon circular wooden tank, 
from which it is pumped to the afore- 
said tanks. Water from high level 
tanks flows by gravity to the different 
parts of the system. 

On October 3, 1946, Albert C. Au- 
reli, a resident of Hendersonville and 
a consumer of the water company, filed 
a complaint on behalf of 101 residents 
of the village, alleging inadequate wa- 
ter service. The complaint stated 
that during August, 1946, the water 
service to consumers was intermittent 
and that during September the service 
was negligible, water being available 
for periods of only five or ten minutes 
aday. Subsequently, the Commission 
instituted the present inquiry and in- 
vestigation. 

At the hearing, testimony was given 
by Mrs. Zelma Brunett, Mrs. Clyde 
3ehling, Mrs. Mary Katrencik, Rev- 
erend Fred Slater, and Albert C. Au- 
reli, all consumers of respondent; 
Boyd McClure, superintendent of 


Hendersonville Water Company, and 
Fred C. Hill, a Commission engineer. 
In addition, twenty-four other con- 
sumers stated of record that their tes- 
timony as to service inadequacies 
would be substantially the same as the 
testimony given by the other wit- 
nesses. 

Mrs. Brunett testified that service 
was adequate when the coal company 
furnished water to the community; 
that service was fairly good for sev- 
eral weeks after respondent began fur- 
nishing service, but that conditions 
rapidly became worse, and that she 
has been carrying water for several 
months. Mrs. Behling testified that 
her husband conducts the hotel in the 
village; that service has been fairly 
good during the day, but that it was 
very often discontinued at night. She 
further stated that service during the 
summer months was better than dur- 
ing the fall months of 1946. The tes- 
timony of Mrs. Katrencik and of Rev- 
erend Slater was substantially the 
same as that of Mrs. Brunett. 

Mr. Aureli testified that respondent 
began furnishing water service on 
May 7, 1946, and that service was 
fairly good for about one and one half 
months thereafter. Following that, he 
had no water for a period of about two 
months. In November, 1946, he was 
able to obtain water about twice week- 
ly for a period of approximately fifteen 
minutes on each occasion. Mr. Aureli 
further testified that a water commit- 
tee was formed in the village; that 
meetings were held, one of which was 
attended by Mr. McClure, superin- 
tendent of Hendersonville Water 
Company, and that efforts were made 
to have respondent improve its serv- 
ice. 
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Fred C. Hill, a Commission en- 
gineer, testified that he made a field 
investigation of the alleged service in- 
adequacies at Hendersonville on 
November 20, 1946. He visited 21 
properties, 15 of which were totally 
without water service, the remaining 
6 having varying degrees of flow. 
Two of the 6 properties were the hotel 
and the Champion Coal Company of- 
fice, both located at the lowest eleva- 
tion in the village. Mr. Hill further 
testified that the existing water supply 
would be sufficient to serve the village, 
provided there was a delivery of 12 
gallons per minute day and night, 
from the deep well (9 gallons) and the 
springs (3 gallons) as stated by re- 
spondent’s Superintendent McClure 
on November 20, 1946. 

[1,2] Mr. McClure, superintendent 
of Hendersonville Water Company, 
was the only witness for respondent. 
Among other things he admitted that 
the present water supply for the 112 
consumers is not adequate. Mr. Mc- 
Clure testified that, subsequent to 
November 26, 1946, further tests 
were made which revealed that the 
yield from the deep well is only 24 
gallons per minute. He stated that, 
of the 112 consumers, 74 have signed 
applications for water service, and of 
that number 27 have paid the required 
cash deposit and only 5 consumers 
have paid their monthly flat rate bills 
up to November 1, 1946. Mr. Mc- 
Clure further stated that the water 
company had commenced the installa- 
tion of meters in consumers’ proper- 
ties; that only 13 meters had been 


placed because “people refused to have 
them installed,’ and that Henderson- 
ville Water Company does not feel 
obligated to obtain an additional 
source of supply until the 112 con- 
sumers sign applications for service, 
make deposits, and accept metered 
service. 

Respondent is in violation of § 401 
of the Public Utility Law, which re- 
quires every public utility to furnish 
and maintain adequate, efficient, safe, 
and reasonable service and facilities, 
and to make all such repairs, changes, 
alterations, and improvements in or 
to such facilities and service as shall 
be necessary or proper for the accom- 
modation, convenience, and safety of 
its patrons. Respondent is responsible 
for the adequacy and quality of water 
service rendered to its consumers and 
is obligated to diagnose and correct 
such inadequacies at its own expense. 

Upon full consideration of all mat- 
ters and things involved, we find and 
determine (1) that the water service 
rendered by respondent company is 
not satisfactory or adequate; and (2) 
that respondent company should take 
the necessary steps promptly to obtain 
an adequate additional source of water 
supply ; therefore, 

It is Ordered: 

1. That the complaint be and is 
hereby sustained. 

2. That Hendersonville Water 
Company, respondent, shall forthwith 
proceed to obtain, within sixty days of 
service of this order, an additional 
water supply sufficient to enable it to 
render adequate service to its patrons. 
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Louisiana Public Service Commission 


Oak Grove Utilities Company, Incorporated 
et al. 


No. 4350, Order No. 4442 
December 14, 1946 


fee pn on Commission motion to prescribe uniform sys- 
tem of accounts for electric companies; uniform system 
adopted. 


Accounting, § 6 — Uniform system of accounts. 
The Uniform System of Accounts for Electric Public Utilities as adopted 
by the National Association of Railroad and Utilities Commissioners at its 
annual convention in 1936, with certain modifications, was deemed a rea- 
sonable system of accounts for electric companies in that it had been. de- 
veloped from actual public utility accounting practice, was peculiarly adapted 
to public utility economics and contained special provisions to eliminate the 
imposition of the undue burden of too great detail upon smaller electric 


utility companies. 


By the Commission: This proceed- 
ing was initiated by the Commission 
on its own motion for the purpose of 
prescribing “A Uniform System of 
Accounts for Electric Public Utilities” 
and for the purpose of requiring all 
electric public utilities in the state of 
Louisiana subject to the jurisdiction 
of the Commission to adopt, comply 
with, and conform to the said “Uni- 
form System” in all of their books, 
records, accounts, and accounting pro- 
cedures. 

By citation and show cause order 
dated April 9, 1946, respondents were 
notified of the purpose of the proceed- 
ing and at a subsequent formal hear- 
ing on the show cause order on May 


8, 1946, respondents filed answers and 
other pleadings. 

At this formal hearing on May 8, 
1946, the Commission served copies 
of the tentative proposed “Uniform 
System of Accounts for Electric Public 
Utilities” on all of respondents, and 
ordered that respondents file within 
forty days further answers setting out 
all exceptions, objections, suggestions, 
and recommendations to said proposed 
“Uniform System of Accounts.” 

After expiration of the above-men- 
tioned forty days and pursuant to due 
and legal notice, the matter came up 
for further hearing before the Com- 
mission at Baton Rouge on July 29, 
1946. Asa result of this hearing, the 
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Commission issued an order dated Au- 
gust 17, 1946, requiring respondents 
to form a committee to consolidate the 
exceptions, objections, suggestions, 
and recommendations contained in all 
of the answers and pleadings, and or- 
dering that respondents have this com- 
mittee meet with the staff of the Com- 
mission for the purpose of eliminating 
noncontroversial, overlapping, and 
repetitious issues. 

Pursuant to this order, the above- 
mentioned committee was organized, 
consolidated the answers and plead- 
ings of respondents, and met with the 
staff of the Commission and presented 
and discussed the consolidated recom- 
mendations with the staff. The or- 
ganization, proceedings, and recom- 
mendations of this committee are in 
the record of this proceeding. 


After due notice to all respondents, 
final hearing was held before the Com- 
mission at Baton Royge on December 
3, 1946. At this hearing, the above- 
mentioned committee report was re- 
ceived and placed in the record and 
testimony was presented by the Com- 
mission staff as to the necessity for 
“A Uniform System of Accounts for 
Electric Public Utilities” and as to the 
origin, development, reasonableness, 
and widespread use of the “Uniform 
System of Accounts for Electric Pub- 
lic Utilities,” as prescribed and recom- 
mended by the National Association 
of Railroad and Utilities Commission- 
ers at its annual convention in 1936. 
Evidence was presented and discus- 
sion was also had as to interpretations, 
to be applied to the “Uniform System” 
in the light of the Commission’s Order 
No. 4346, Docket No. 4271 (1946) 
65 PUR(NS) 18, and in the light of 
recommendations as to these interpre- 
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tations made by respondents’ commit- 
tee. 

After the hearing of this evidence 
and discussion, respondents were in- 
dividually called upon by the Commis- 
sion’s secretary to enter any dissent- 
ing exceptions, objections, sugges- 
tions, and recommendations which 
they desired to make. 

Having considered the pleadings 
filed herein, the recommendations 
made herein by respondents, both in- 
dividually and through their commit- 
tee, the recommendations of the Com- 
mission staff, the evidence in the rec- 
ord, the law, and the public interest 
involved, the Commission finds that: 


I 


In order for the Louisiana Public 
Service Commission to properly carry 
on its duties and exercise its powers 
as conferred by Art VI, § 4 of the 
Constitution of the state of Louisiana 
for the protection of the public inter- 
est, it is convenient, appropriate, and 
necessary that the Commission pre- 
scribe a “Uniform System of Ac- 
counts for Electric Public Utilities” in 
the state of Louisiana, and require 
every electric public utility in the state 
of Louisiana subject to the jurisdic- 
tion of the Commission to adopt, use, 
and comply with said “Uniform Sys- 
tem of Accounts.” 


II 


The “Uniform System of Accounts 
for Electric Public Utilities” as adopt- 
ed by the National Association of Rail- 
road and Utility Commissioners at its 
annual convention in 1936 is a rea- 
sonable “System of Accounts” for the 
electric public utility business in that 
said “System of Accounts” has been 
developed from actual public utility ac- 
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counting practice, is peculiarly adapted 
to public utility economics, and con- 
tains special provisions to eliminate 
undue burdens of too great detail be- 
ing imposed on smaller electric public 
utilities. 


III 


The proper functioning of a “Uni- 
form System of Accounts for Electric 
Utilities” will require reasonable ap- 
plication and interpretation of various 
detailed accounts and practices to di- 
verse situations and conditions in var- 
ious electric public utilities. 

After consideration of the findings 
made above the Commission, there- 
fore, orders: 


I 


A “Uniform System of Accounts 
for Electric Public Utilities” is here- 
by adopted and prescribed for every 
electric public utility in the state of 
Louisiana subject to the jurisdiction 
of this Commission. 


II 


The system of accounts herein 
adopted and prescribed shall be known 
as “Louisiana Public Service Commis- 
sion System of Accounts for Electric 
Public Utilities.” 


III 


The said “Uniform System of Ac- 
counts” hereby adopted and pre- 
scribed shall be in the words identical 
with “Uniform System of Accounts 
for Electric Utilities” as adopted and 
recommended by the National As- 
sociation of Railroad and Utility Com- 
missioners at its annual convention in 
1936 and as set out in booklet contain- 
ing said system published by the State 
Law Reporting Company, 30 Vesey 


street, New York, N. Y., copyright 
1937, except for the following modifi- 
cations and amendments: 

A. “Account 100.5—Utility Plant 
Acquisition Adjustments”—paragraph 
(c) is hereby amended to read as fol- 
lows: “The amounts recorded in this 
account with respect to each property 
acquisition may be allowed to remain 
in this account or may be depreciated, 
amortized, or otherwise disposed of, as 
the Commission may approve.” 

B. “Account 537—Miscellaneous 
Amortization” is hereby amended to 
read as follows: “This account shall 
include amortization expenses not 
elsewhere provided for in this system 
of accounts as the Commission may, by 
order, require to be included herein.” 


IV 


The Commission herewith reaffirms 
the principles and policies heretofore 
announced in its Order No. 4346, 
Docket No. 4271, supra, and in so far 
as these principles and policies apply 
to accounting, they are hereby adopted 
and ordered as official Commission in- 
terpretations of the “Uniform Sys- 
tem of Accounts for Electric Public 
Utilities.” 


V 


Such further interpretations, appli- 
cations, and amendments of the said 
“Uniform System of Accounts” as 
may be necessary and advisable shall 
be made by the Commission in accord- 
ance with due process of law; jurisdic- 
tion of this cause for this purpose is 
hereby reserved and retained. 


VI 


The Louisiana Public Service Com- 
mission “Uniform System of Accounts 
for Electric Public Utilities” is hereby 
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made effective on January 1, 1947, and 
every electric public utility within the 
state of Louisiana, subject to the juris- 
diction of this Commission is hereby 
ordered, commanded, and required to 
adopt, use, and comply with said “Uni- 


form System” and to make all changes, 
modifications, and reclassifications of 
accounts necessary for compliance 
therewith, unless good cause can be 
shown by any electric utility why some 
other effective date should be used. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Reorganization Committee of New York 
State Railways (Utica System) 


Case 8979 
December 17, 1946 


ETITION of reorganization committee of railway company for 
Pinaud of proposed reorganization plan and authority to 
issue stock; order withheld pending presentation of definite plan 

in accordance with opinion. 


Security issues, § 94 — Common stock — Notes — Recapitalization. 


1. The Commission may approve the issuance of common stock only, upon 
reorganization of a corporation, although there may be distinct advantages 
in a proposal to issue income notes and common stock, such as the deduc- 
tion of interest in computing income taxes, p. 118. 


Security issues, § 108 — Par value common stock — Capital surplus reserve. 


2. The issuance of common stock at a par value of only $1 and the placing 
of a large amount of remaining net assets in capital surplus cannot be ap- 


proved, p. 118. 


Security issues, § 87 — Stock and surplus. 
3. The issuance of $225,800 of par value stock and the creation of a capital 
surplus of $878,318 results in an unbalanced condition which is not only 
undesirable but offers opportunity for speculation in stock, p. 118. 


Security issues, § 97 — No-par value stock — Reorganization purposes. 


4. In the case of a reorganized corporation, where the certificate of re- 
organization is to be filed before determination by the Commission as to the 
amount of common stock to be authorized, it is preferable to designate 
common stock without par value, but in view of the additional cost result- 
ing from the issuance of no-par value stock, the Commission should not 
insist upon no-par value provided the number of shares to be authorized is 
reasonable in comparison to the net assets to be represented thereby and 
the par value is substantial in amount, p. 118. 


Security issues, § 92 — Amount of issue — Underlying assets. 
5. To issue 225,800 shares of common stock with a par value of $1 per 
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share, or a maximum par value of $4 as proposed by a reorganization com- 
mittee, against a net worth of approximately $1,000,000 is not sound in 
principle, or in the interest of bondholders, however attractive it might be 


for speculation, p. 118. 


Security issues, § 108 — Par value stock — Amount of par value. 
6. If par value stock is to be authorized for a reorganized corporation, it 
should have a substantial par value (a minimum of $10 per share) and not 
a nominal par value, when it is to be the only security issued; p. 119. 


APPEARANCES: Ferris, Burgess, 
Hughes & Dorrance (by Thayer Bur- 
gess), Utica, Attorneys, for Reorgan- 
ization Committee of New York State 
Railways. 


BREWSTER, Commissioner: On 
May 28, 1946, the Commission ap- 
proved a modified plan of reorganiza- 
tion of New York State Railways 
(Utica System), and certified its ap- 
proval to the United States district 
court. That plan as so approved pro- 
vides that the new corporation shall 
issue 20-year, 4 per cent, income notes 
in such aggregate principal amount as 
may be approved by the Commission, 
such notes to be callable on thirty days’ 
notice at face value and accrued inter- 
est and to contain such sinking-fund 
provisions and other provisions as 
may be approved by the reorganiza- 
tion committee, the Public Service 
Commission, and the court. This plan 
also provides that the reorganized cor- 
poration shall issue common stock in 
such amount as may be approved by 
the reorganization committee, the 
Public Service Commission, and the 
court. The plan as proposed by the 
company was for the issuance of par 
value stock with a nominal par value 
of $1. The Commission, however, in 
approving the plan expressed its opin- 
ion that the stock should be no-par 
value stock. The approval of the plan 
did not fix the amount of income notes 


or of common stock which could be 
issued. Determination as to the 
amounts cannot be made until the plan 
of reorganization has been carried out 
and the reorganized corporation is in 
position to apply to the Commission 
for authority to issue securities. 

Early in October, Mr. Thayer Bur- 
gess, counsel, representing the reor- 
ganization committee communicated 
with the Commission and requested a 
further hearing at which the reorgani- 
zation committee could present as an 
alternative proposal the issuing of 
common stock only and the elimination 
of income notes from the plan. A 
hearing was held on October 18, 1946, 
at which Mr. Burgess appeared and 
stated that since the approval of the 
modified plan of reorganization and 
the certification of such plan by the 
Commission to the court, certain of 
the bondholders who would receive 
the income notes and common stock 
issued in accordance with the approved 
plan have expressed an interest in an 
alternative plan which would provide 
for the issuing of common stock only. 
He stated that the reorganization 
committee desired to make no change 
in the plan as approved by the Com- 
mission except to eliminate the issu- 
ance of income notes. He further 
stated that the reorganization commit- 
tee was not withdrawing the plan as 
approved by the Commission, but was 
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offering the suggested change as an 
alternative proposal only. If the Com- 
mission approves the alternative plan, 
the reorganization committee could 
act upon either of the proposals, the 
first being the issuing of both income 
notes and common stock, and the sec- 
ond being the issuing of common stock 
only. 

Mr. Burgess stated at the hearing 
that the reorganization committee de- 
sired to issue 225,800 shares of com- 
mon stock with a par value of $1 per 
share, making a total of $225,800 par 
value, and that all of such common 
stock be issued to the bondholders of 
the Utica-Mohawk Valley Railway 
Company bonds outstanding in the face 
amount of $2,258,000. He stated that 
these bondholders represented the only 
creditors and the only ones who would 
be entitled to share in the proposed 
capital stock issue. He further stated: 
“Those who are interested in and pre- 
fer the issue of common stock would 
not, I am sure, object to an increase 
in the par value of the shares so that 
they could be, for example, $2 a share, 
or $3 a share. It might even 
run it to $4 a share.” 


As before noted, the Commission in 
approving on May 28, 1946, the modi- 
fied proposal then before it indicated 
its opinion that the common stock to 
be issued should be no-par stock. Mr. 
Burgess urged approval of the Com- 
mission to the issuance of par value 
common stock instead of no-par value 
and stated that the bondholders felt 
that they would be “greatly penalized, 
either in the original plan which has 
been approved by the Commission or 
in this alternative plan, if they are com- 
pelled to use no-par stock rather than 
stock having a low dollar par value, 


for the reason that the organization 
tax in this state is 1/20 of one 
per cent of the par value. The organ- 
ization tax on no-par stock is 5 cents 
a share. So that if the Commission 
authorized 225,800 shares of $1 par, 
the organization tax would be $112.90. 
For the same number of shares of no- 
par stock the tax would be $11,290.” 

“Furthermore, upon the issue of 
par stock the Federal stamp tax is 11 
cents per $100 of par value, or frac- 
tion, which would require, for 225,800 
shares of $1 par, $248.38. On no-par 
stock the issue tax, stamp tax, is 11 
cents a share, or $24,838.” 


He pointed out that if the stock had 
a par value of more than $1 per share, 
it would increase the organization tax 
and the issue stamp tax somewhat, but 
that it would not be a material amount, 
whereas, with no-par stock it would 
be a very material sum. 


On May 28, 1946, the Commission 
approved a memorandum by me, dated 
May 27, 1946, which discussed the 
modified plan then before the Commis- 
sion. That plan included the filing of 
a certificate of reorganization with 
the secretary of state, which certificate 
set forth the amount of capital which 
the reorganized corporation would 
have, and it, therefore, was necessary 
for the Commission to consider and 
pass upon the assets and liabilities 
which would be turned over to the 
reorganized corporation. The plan 
contemplated the reorganized corpo- 
ration holding the nonoperating prop- 
erty, consisting mainly of right-of-way 
lands. The trustee after the filing of 
the certificate of reorganization was to 
transfer all of the operating property, 
including the franchises and the con- 
sents and to also turn over to the new 
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corporation the nonoperating proper- 
ty. All of the facts concerning the 
modified plan are set forth in my mem- 
orandum and it seems unnecessary to 
discuss these in detail here. 


[1, 2] In my memorandum of May 
27th, I set forth certain factors and 
principles which should be given con- 
sideration when the application to is- 
sue securities comes before the Com- 
mission for determination. These fac- 
tors and principles are equally appli- 
cable if it is determined to issue com- 
mon stock only and to eliminate in- 
come notes. While there are distinct 
advantages in the proposal to issue in- 
come notes and common stock, such as 
the deduction of interest paid on the 
notes in computing income taxes, there 
appears to be no fundamental reason 
why the Commission cannot approve 
the issuing of common stock only. If 
that is done, however, there are cer- 
tain general principles which should 
be considered. The wish of the reor- 
ganization committee that the Com- 
mission approve of an issue of 225,800 
shares of common stock at $1 par val- 
ue and the placing of the remaining 
net assets in capital surplus cannot be 
approved. 


[3] Mr. R. J. Nicholson, consultant 
to the auditor of New York State Rail- 
ways presented at the hearing on Oc- 
tober 18th a pro forma balance sheet 
as of September 30, 1946, which was 
received as Exhibit 33. That balance 
sheet sets forth net worth of $1,104,- 
118. It is not necessary to analyze 
that balance sheet at this time. There 
will undoubtedly be changes before the 
application is made for the issuance of 
securities and the balance sheet as of 
that date can be analyzed as of that 
time. However, assuming for present 


discussion purposes only that the net 
assets as shown on the balance sheet 
reflect the actual net worth, the pro- 
posal of the reorganization committee 
would result in the issuing of a total 
of $225,800 of par value stock and the 
creation of a capital surplus of $878,- 
318. It should be evident without fur- 
ther discussion that such an unbal- 
anced condition is not only undesirable 
but offers opportunity for speculation 
in the stock of the company. 

[4, 5] There appears to be no sound 
reason for issuing such a large number 
of shares as is proposed. The only 
reason given is that it would be desir- 
able to give the holder of each $1,000 
bond 100 shares of capital stock. How- 
ever, this is a very large number of 
shares of stock to issue for the pro- 
spective net assets of approximately 
$1,000,000. Petitioner states as an 
objection to the issuing of no-par value 
stock the comparatively large cost of 
no-par value stock. That cost, how- 
ever, is based upon the issuing of 225,- 
800 shares. If instead of issuing the 
proposed 100 shares of stock for each 
$1,000 bond, there should be issued 10 
shares of stock, the additional cost of 
issuing no-par stock instead of par 
stock would be materially reduced. In 
the case of a reorganized corporation 
where the certificate of reorganization 
is to be filed before determination by 
the Commission as to the amount of 
common stock to be authorized, it 
seems preferable to designate common 
stock without par value. However, in 
view of the additional cost the Com- 
mission should not insist upon no-par 
value provided the number of shares 
to be authorized is reasonable in com- 
parison to the net assets to be repre- 
sented thereby and the par value is 
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substantial in amount. Common stock 
represents the equity in the corpora- 
tion whatever that may be. Whether 
the common stockholder has 10 shares 
or 100 shares, his proportionate in- 
terest in the corporation is exactly the 
same. Many of these bondholders 
have held their bonds for a good many 
years in the hope of recovering some- 
thing. Whatever evidence of their 
proportionate ownership in the reor- 
ganized corporation is issued to them 
should rest on a firm foundation and 
have real, not speculative, value. To 
issue 225,800 shares with a par value 
of $1 per share, or a maximum par 
value of $4 as proposed by the reor- 
ganization committee, against a net 
worth of approximately $1,000,000 or 
less, does not appear to be sound in 
principle, or in the interest of those 
bondholders, however attractive it 
might be for speculation. Nor does 
the estimate of prospective net earn- 
ings applicable to dividends justify so 
large a number of shares. 

[6] If par value stock is to be au- 
thorized, it should have a substantial 
par value (a minimum of $10 per 
share) and not a nominal par value in 
view of the proposal that it be the only 
security to be issued. 

Although there are certain advan- 
tages in issuing no-par value stock, I 
believe that, in view of the difference 
in the cost of issuing, the Commission 
should authorize par value stock, if 
petition to do so, provided the num- 
ber of shares to be issued at this time 
is reasonable compared to the net 


worth and prospective net earnings, 
and that the par value is substantial in 
amount. 

The final determination as to the 
number of shares to be authorized by 
the Commission must await the appli- 
cation of the reorganized corporation 
to issue capital stock, at which time the 
Commission will have before it the 
then financial condition. 

I recommend that a copy of this 
memorandum be sent to the reorgani- 
zation committee for their guidance. 
The reorganization committee should 
make definite decision as to which 
plan they will adopt and present the 
same to the Commission for final ap- 
proval, accompanied by the certificate 
of reorganization for Commission ac- 
tion. The Commission has certified 
to the United States district court its 
approval of a plan. An alternative 
plan is now presented, the only change 
being the issuance of common stock 
only in place of common stock and in- 
come notes. The Commission will 
have to certify to the court the final 
plan but before doing so it must know 
which plan it is asked to finally ap- 
prove. 

This matter has been held in the 
hands of the committee unduly long. 
The present bondholders who have 
waited for years for this reorganiza- 
tion to be completed are entitled, as 
the future stockholders, to have the 
new company formed. The Commis- 
sion expects that the final petition will 
be submitted within sixty days. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re United Utilities Corporation et al. 


Case No. 10,968 
February 5, 1947 


PPLICATION for authority to acquire franchises, properties, 
A and assets of another utility and for authority to operate 
such properties; granted. 


Consolidation, merger, and sale, § 23 — Operating economies — Financial benefit. 
1. An electric company was authorized to purchase the franchises, proper- 
ties, and assets of another electric company where the properties to be 
acquired would form an integral part of the purchaser’s electric system and 
the operation of these properties by the purchaser would result in economies 
which would be reflected in better service and eventual lower rates for all 
classes of its customers, and where the consumers of the selling company 
would benefit by the sale, p. 123. 


Accounting, § 32 — Acquisition costs — Amortization period. 
2. The Commission, in authorizing the acquisition of utility properties, 
limited amortization of acquisition costs to a period not to exceed seven 
years where evidence indicated that the acquisition costs should be com- 
pletely amortized over a period of approximately five years, p. 124. 


* 
By the Commission: This case is authority for St. Joseph to file within 





before the Commission upon a joint 
application, filed December 2, 1946, by 
United Utilities Corporation, herein- 
after sometimes referred to as United 
Utilities, for authority to sell, and St. 
Joseph Light & Power Company, here- 
inafter sometimes referred to as St. 
Joseph, for authority to purchase all 
of the franchises, properties, and as- 
sets, except cash on hand, owned and 
operated by United Utilities in the 
state of Missouri on the terms and con- 
ditions as outlined in a purchase agree- 
ment dated November 8, 1946, signed 
by the two applicants, and for author- 
ity for St. Joseph to own and operate 
the said properties and to record same 
in its books in accordance with the en- 
tries proposed in the application ; also 


sixty days after acquiring said prop- 
erties new schedules of rates for the 
customers now being served by Unit- 
ed Utilities which new rates shall be 
designed to reduce gross operating rev- 
enues approximately 10 per cent under 
the rates presently in effect. 

After notice to all interested parties, 
a hearing on the joint application was 
held in Jefferson City, Missouri, on 
January 17, 1947, at which time evi- 
dence was introduced and testimony 
presented by the applicants relevant to 
the prayers enumerated in the applica- 
tion. No one appeared in opposition to 
the granting of the authority requested 
and at the conclusion of the hearing the 
case was submitted on the record. The 
city counselor of St. Joseph, Missouri, 
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RE UNITED UTILITIES CORPORATION 


stated in a letter addressed to the Com- 
mission, dated January 9, 1947, that 
inasmuch as the application concerned 
the acquisition of property outside the 
city limits of St. Joseph the city had 
no interest in the matter. 

The evidence shows that United 
Utilities is a public utility corporation 
duly organized and existing under the 
laws of the state of Missouri, having 
its office and principal place of business 
at 216 North 7th street, St. Joseph, 
Missouri. It owns and operates elec- 
tric transmission and distribution lines 
and facilities in the counties of Andrew, 
Buchanan, DeKalb, and Holt, all in the 
state of Missouri, including electric dis- 
tribution systems in the incorporated 
municipalities of Forest City, Fillmore, 
Amazonia, Stewartsville, and Clarks- 
dale, and also in a number of unincor- 
porated towns, villages, and rural com- 
munities. 

St. Joseph is a public utility corpora- 
tion duly organized and existing under 
the laws of the state of Missouri, hav- 
ing its principal office and place of 
business at 520 Francis street, St. 
Joseph 2, Missouri. It owns and op- 
erates an electric light and power plant 
and distribution system in the city of 
St. Joseph, Missouri, and vicinity, and 
also owns and operates electric trans- 
mission and distribution lines and fa- 
cilities in the counties of Andrew, 
Buchanan, Clay, Clinton, Holt, and 
Platte, all in the state of Missouri, in- 
cluding electric distribution systems in 
the incorporated municipalities of Sa- 
vannah, Oregon, DeKalb, Rushville, 
Agency, and Gower, and also in a 
number of unincorporated towns, vil- 
lages, and rural communities. 

The electric system of St. Joseph is 
interconnected with the system now 


owned and operated by United Utili- 
ties and United Utilities is now pur- 
chasing, and for many years has pur- 
chased, all of its electric energy 
requirements from St. Joseph. 

United Utilities and St. Joseph have 
heretofore entered into a written pur- 
chase agreement, dated as of Novem- 
ber 8, 1946, wherein United Utilities 
has agreed to sell and St. Joseph has 
agreed to purchase, subject to the ap- 
proval of the Commission, all of the 
franchises, properties, and assets owned 
and operated by United Utilities in the 
state of Missouri, except cash on hand, 
for a cash consideration of $211,260, 
plus the amount, if any, of the excess 
of the current assets (less cash on hand) 
over the current liabilities (excluding 
dividends and interest) existing at the 
closing date and also plus the amount 
of net additions to plant from July 1, 
1946, to the closing date. 


St. Joseph stated that the proposed 
purchase will be financed out of funds 
now on hand and available for this 
purpose. It was also stated that if it 
is allowed by the Commission to pur- 
chase the said properties, such proper- 
ties will become an integral part of 
the electric system now owned and 
operated by St. Joseph. 

St. Joseph further stated that if it 
is allowed by the Commission to pur- 
chase said properties it proposes to 
and requests the following authority 
from the Commission : 

(a) To pay from its Cash Account 
(Account 120) and to charge to Ac- 
count 391, Electric Plant Purchased, 
the cost of acquisition, including prop- 
er expenses incidental thereto, of the 
electric property acquired at date of 
acquisition ; 

(b) To charge to its other electric 
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plant accounts and to credit Account 
391, Electric Plant Purchased, with 
the original cost of the United Utilities 
electric property as of July 1, 1946 as 
determined by this Commission in its 
Case No. 10,879 (plus any proper ex- 
penses incidental to such acquisition) 
plus the cost of net plant additions after 
July 1, 1946, to date of acquisition ; 

(c) To set up as a reserve for de- 
preciation the amount of $31,800 rep- 
resenting approximately 15 per cent of 
the original cost of depreciable prop- 
erty as of July 1, 1946, and to charge 
said amount to Account 391, Electric 
Plant Purchased, and to currently 
credit to Account 250, Reserve for De- 
preciation of Electric Plant, an equiv- 
alent amount; 

(d) To close the amount remaining 
in Account 391, Electric Plant Pur- 
chased, to Account 100.5, Electric 
Plant Acquisition Adjustments, to be 
amortized over a period not to exceed 
fifteen years; 

(e) Apply to the properties ac- 
quired hereunder the same rates for 
accruing depreciation. as have been 
heretofore approved by this Commis- 
sion by its Supplemental Order No. 4 
in Case No. 10,202 for comparable 
classifications of property of St. 
Joseph ; and 

(f) Within sixty days after the ac- 
quisition of such properties, file new 
schedules of reduced rates for the vari- 
ous classifications of customers there- 
tofore served by United Utilities, on a 
basis estimated by St. Joseph to bring 
about an annual reduction of 10 per 
cent of the gross revenue now being 
received by United Utilities from its 
customers at their present rate of usage 
of electricity; provided that the dif- 
ference between the actual gross reve- 
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nue from such reduced rates applied to 
customers in the communities hereto- 
fore served by United Utilities, and 
the estimated gross revenue which 
would be received from such customers 
on the basis of schedules of rates appli- 
cable to comparable communities pres- 
ently served by St. Joseph, shall be 
assumed to be applicable to the amor- 
tization of the amount to be set up by 
St. Joseph in Account 100.5, Electric 
Plant Acquisition Adjustments, as 
herein proposed until such accumulated 
difference shall equal such amount in 
Account 100.5 Electric Plant Acquisi- 
tion Adjustments, but in no case for 
a period of more than fifteen years. 

A witness for St. Joseph, in his tes- 
timony, pointed out that the proposed 
journal entries were all in accordance 
with accounting methods prescribed in 
the Uniform System of Accounts. The 
proposal to set up a reserve for depre- 
ciation in the amount of $31,800, rep- 
resenting approximately 15 per cent of 
the original cost of depreciable property 
as of July 1, 1946, of United Utilities, 
was based on the per cent condition of 
the property as determined by engi- 
neers of St. Joseph. The witness 
stated that the company’s engineers 
had made a field study of this 
property and determined that it was 
in approximately 85 per cent condition 
and it was on this assumption that St. 
Joseph proposes to set up a reserve for 
depreciation of $31,800 on this prop- 
erty. The rates for accruing deprecia- 
tion in the future on this property 
would be the same rates for comparable 
classifications of property as are pres- 
ently being used by St. Joseph as or- 
dered by the Commission. 

The witness also testified that the 
approximate amount that would be 
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RE UNITED UTILITIES CORPORATION 


charged to Account 100.5, Electric 
Plant Acquisition Adjustments, would 
be $33,000, of which approximately 
$2,500 would represent expenses ap- 
plicable to obtaining the property 
which included the engineering, audit- 
ing, and legal expenses borne by St. 
Joseph. He pointed out that St. Joseph 
proposes, as an integral part of the 
plan, within sixty days after the ac- 
quisition of the properties of the 
United Utilities to file new schedules 
of reduced rates for the various clas- 
sifications of customers of United Util- 
ities on a basis estimated to bring about 
an annual reduction of 10 per cent of 
the gross revenue now being received 
at the present rate of usage of elec- 
tricity. This reduction, in his opinion, 
would amount to approximately $7,500 
per year. The difference between the 
actual gross revenue to be received 
from such reduced rates and the esti- 
mated gross revenue which would be 
received on the basis of schedules of 
rates applicable to comparable com- 
munities presently served by St. Joseph 
was estimated to be $7,000 per year 
which amount St. Joseph would use to 
amortize the balance which will be 
recorded in Account 100.5, Electric 
Plant Acquisition Adjustments, in con- 
nection with this acquisition. 

On the basis of these figures the ac- 
quisition account would be amortized 
in a period of approximately five years 
at which time the present customers of 
United Utilities would receive a fur- 
ther rate reduction to bring their rates 
to the same level as those charged the 
other electric customers of St. Joseph. 
The witness also stated that, in his 
opinion, the acquisition of the property 
of United Utilities by St. Joseph would 
result in important economies of oper- 
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ation which over a period of time he 
believed would be realized in the ap- 
proximate amount of $14,000 per year. 

Evidence was also introduced that 
the net additions to plant for the period 
from July 1, 1946, to December 31, 
1946, made by United Utilities totaled 
$5,750.39. A statement of the current 
and accrued assets and the current and 
accrued liabilities at December 31, 
1946, of United Utilities also showed 
an excess of current assets over cur- 
rent liabilities of $4,049.40. Using 
these figures as a basis, had the agree- 
ment dated November 8, 1946, been 
consummated on December 31, 1946, 
the total purchase price would have 
been $221,059.79. 

[1] Having examined the evidence, 
the Commission is of the opinion that 
the authority requested by the appli- 
cants, with the exception of the period 
of amortization, is just and reasonable 
and in no way detrimental to the public 
interest. The property to be acquired 
by St. Joseph will form an integral part 
of its electric system and the operation 
of these properties by St. Joseph should 
result in economies which should re- 
flect in better service and eventual low- 
er rates for all classes of its electric 
customers. The present customers of 
United Utilities will be the immediate 
beneficiaries of a rate reduction which 
will reduce rates 10 per cent below the 
level presently being charged. As the 
acquisition costs of St. Joseph in ac- 
quiring this property are amortized 
these same customers will receive a 
further rate reduction, bringing their 
rate level to the level being charged to 
other customers of St. Joseph. This 
will bring about a further annual sav- 
ing of approximately $7,000. Thus, 
the consumers on United Utilities lines 
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will benefit to the extent of $7,500 an- 
nually at once and $7,000 more each 
year at the completion of the amortiza- 
tion. The annual benefit in rate re- 
ductions alone will then be approxi- 
mately $14,500. 

The Commission is aware that in 
eleven out of the last fifteen years 
United Utilities has operated at a 
deficit. This has occurred in spite of 
the fact that the rate level of the com- 
pany is approximately 20 per cent 
higher than St. Joseph which operates 
in the same general area. Also the 
presently outstanding first mortgage 
bonds of United Utilities, bearing in- 
terest at the coupon rate of 6 per cent 
per annum, matured on August 1, 
1941, and during a portion of their 
life, and since their maturity, the bond- 
holders have accepted an interest rate 
considerably less than the coupon rate 
of the bonds. In 1945 interest at the 
rate of 24 per cent per annum was paid 
on the issue. The fact that these bond- 
holders have not required the company 
to face receivership is due largely to 
the negotiations between the bondhold- 
ers and the principal stockholders. 
Most certainly this arrangement can- 
not be expected to continue indefi- 
nitely. 

With its past earnings record it is 
extremely doubtful if United Utilities 
would ever be able to refund its obliga- 
tions. The territory served is in the 
same area as St. Joseph and many of 
their transmission and distribution 
lines are contiguous. Hampered by 
lack of capital and geographically sur- 
‘ounded by a larger and stronger utility 
the company cannot hope to extend 


its operations in the future to any im- 
portant degree and in this way alleviate 
its financial difficulties. 

Examining the facts before us, we 
feel the present customers of United 
Utilities will be materially benefited by 
the acquisition of this property by St. 
Joseph, not only by the immediate rate 
reduction, and the rate reduction which 
they will receive at the end of the amor- 
tization period, but by being served by 
a stronger, better financed utility which 
should be reflected in better service. 
While the Commission in previous 
cases has objected to attempts to charge 
amortization costs as operating ex- 
penses, in this case, the benefits to the 
customer are so obvious and convincing 
we believe the limited charges request- 
ed are reasonable. St. Joseph in ac- 
quiring this property should not be ex- 
pected to suffer this loss or forego a 
return on its investment in the property 
for a period. Likewise, the present 
customers of St. Joseph should not be 
required to bear a portion of these 
costs. The plan as proposed places the 
costs upon the ones benefited by the 
transaction. 

[2] The evidence indicates that the 
acquisition costs should be completely 
amortized over a period of approxi- 
mately five years. Under the circum- 
stances we can see no reason for the 
request in the application that the pe- 
riod of amortization shall be over a 
period not to exceed fifteen years. In 
our order we shall limit the amortiza- 
tion to a period not to exceed seven 
years. With this exception the prayers 
requested in the joint application will 
be granted. 
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RE CAPITAL TRANSIT CO. 


DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Capital Transit Company 


Order No. 3151, P.U.C. No. 3413, Formal Case No. 346 
February 7, 1947 


NVESTIGATION of depreciation reserves and accruals for transit 
I company property; composite depreciation rate approved. For 
earlier order relating to this matter, see (1945) 61 PUR(NS) 1. 


Depreciation, § 24 — Transit company — War addition. 
1. An additional accrual for depreciation of transit company property in a 
flat amount, provided by a prior order, by reason of the extraordinary wear 
and tear resulting from wartime conditions, was discontinued, p. 125. 


Depreciation, § 72 — Transit company. 


2. A composite rate of 4.9 per cent applied to the cost of depreciable prop- 
erty of a transit company was approved as a reasonable and adequate ac- 


crual for depreciation, p. 125. 


By the Commission: Order No. 
2913, April 27, 1945, among other 
things, ordered an investigation to de- 
termine to what extent the present re- 
serve for depreciation and future ac- 
cruals thereto should be segregated by 
various classes of property. Under 
date of December 31, 1946, the com- 
pany submitted a proposed approxi- 
mate allocation of the depreciation re- 
serve as of December 31, 1946, and 
proposed annual accrual rates. The 
company’s allocation of the reserve 
would relate only to busses, various 
types of streetcars, and buildings and 
structures: all other depreciable prop- 
erty would be grouped together. Sep- 
arate accrual rates were proposed for 
each of the depreciable primary road 
and equipment accounts prescribed by 
Order No. 3087, Sept 23, 1946. 

[1,2] The Commission’s staff has 
also devoted considerable time and 
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study to this matter, particularly since 
the reclassification of the property of 
the company in accordance with the 
primary accounts prescribed by Or- 
der No. 3087. This study, with the 
exception of the accounts relating to 
track facilities, involved an allocation 
of the reserve by the primary accounts 
prescribed by Order No. 3087 on the 
basis of the estimated reserve require- 
ment as of that date. Accrual rates, 
consistent with the reserve require- 
ment study, were also developed. 
These accrual rates individually dif- 
fered somewhat from those proposed 
by the company but overall they 
would provide an annual accrual 
closely approximating the accrual pro- 
vided by application of the rates pro- 
posed by the company. The com- 
pany’s rates applied to depreciable 
property at December 31, 1945, pro- 
duced a composite rate of 4.86 per 
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cent whereas the rates developed by 
the staff and applied to the same base 
produced a composite rate of 4.88 per 
cent. These rates are in practical ac- 
cord with the composite rate of 4.9 per 
cent prescribed by § 5 of Order No. 
2935 effective July 18, 1945, 61 PUR 
(NS) 1. Order No. 2935 also pro- 
vided for an additional accrual for de- 
preciation in the flat amount of $300,- 
000 by reason of the extraordinary 
wear and tear resulting from war- 
time conditions. From the data now 
before the Commission, it appears that 
this additive to more-or-less normal 
accruals can now be dispensed with. 
It further appears that the composite 
rate of 4.9 per cent applied to the cost 
of depreciable property will provide a 
reasonable and adequate accrual for 
depreciation under present conditions. 

On the question of segregating the 
reserve and accruals thereto by classes 
of property, the Commission is of the 


opinion that this matter should be the 
subject of continuing study for the 
time being. The data developed thus 
far plus the experience that will be 
gained in the next two or three years 
will provide a better basis for the solu- 
tion of this problem than the data now 
at hand. Therefore, 

It is ordered: 

Section 1. Effective January 1, 
1947, and until further order of the 
Commission in this proceeding pro- 
vision for depreciation shall be made 
at the composite annual rate of 4.9 
per cent of the original cost of depre- 
ciable property included in Road and 
Equipment Account 401.1. 

Section 2. That § 5 of Order No. 
2935, supra, be and it is hereby re- 
scinded. 

Section 3. That. the investigation 
ordered by Paragraph “d” of § 1 of 
Order No. 2913 be continued until 
further order of the Commission. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Milwaukee Gas Light Company 


2-U-2178 
January 20, 1947 


—— of gas company to limit acceptance of additional 


space-heating customers; proposal approved. 


For earlier 


Commission decision relating to gas service curtailment during 
emergency, see (1946) 66 PUR(NS) 117. 


Service, § 146 — Limitations upon service — Gas space heating. 
A gas company was authorized to adopt a rule limiting the acceptance of 
space-heating customers and denying service for the heating of buildings 
under construction, where, in the absence of such restriction, the company 
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RE MILWAUKEE GAS LIGHT CO. 


would not have sufficient capacity available in the next heating season to 


meet peak-day demands. 


By the Commission: Under date 
of January 20, 1947, the Commission 
received a petition from Milwaukee 
Gas Light Company requesting that 
Rule A of the Commission’s order 
dated November 19, 1946, 66 PUR 
(NS) 117, in the above docket, be 
withdrawn in so far as it affects Mil- 
waukee Gas Light Company, and there 
be substituted therefor the following 
proposed rule: 

“Rule A of the Public Service Com- 
mission of Wisconsin’s order dated 
November 19, 1946 (cited above), is 
hereby withdrawn as it affects Mil- 
waukee Gas Light Company. No ap- 
plications for space-heating service of 
any nature shall be accepted by Mil- 
waukee Gas Light Company on and 
iia ice Ahr ak eal , except that 
space-heating service will be furnished 
to customers qualifying under the rules 
provided in the Commission’s order of 
November 19, 1946, provided con- 
struction of the premises to be heated 
had been started and contracts for 
heating equipment to be installed in 
such premises had been executed prior 
to the above date. To be accepted, any 
application made pursuant to the above 
must be filed with the company with- 
in thirty days of the above date. 


“No gas will be furnished by Mil- 
waukee Gas Light Company under any 
circumstances for the heating of build- 
ings under construction.” 


In support of its request, Milwaukee 
Gas Light Company submitted data 
and exhibits attached to its petition in- 
dicating that the demand for space- 
heating service had increased consid- 
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erably beyond that which had been ex- 
pected prior to the issuance of the 
Commission’s November 19, 1946, or- 
der, supra. From June 1, 1946, to 
December 31, 1946, the number of 
space-heating customers served by 
Milwaukee Gas Light Company in- 
creased from 5,800 to 8,499. As of 
December 31, 1946, there were in ad- 
dition 1,018 applications for space- 
heating service, and from January Ist 
to January 14th, 134 additional appli- 
cations were taken. All of these ap- 
plications qualified under the provi- 
sions of the rules in effect prior to this 
date. It also appears that there are a 
number of homes under construction 
for which provisions are being made 
for gas heat even though applications 
therefor have not yet been filed with 
the company. Without further restric- 
tion of space-heating service, it is esti- 
mated that by December 31, 1947, the 
number of space-heating customers on 
the company’s lines will total approxi- 
mately 13,100. 


The data and exhibits also show that 
the company has not realized the antici- 
pated increase in production capacity 
which it expected. The reasons for 
this failure to increase production ca- 
pacity are (1) to date the company has 
failed to receive all of the 19 liquefied 
petroleum gas storage tanks which it 
had ordered and for which authoriza- 
tion was obtained from the Commis- 
sion’s order in Docket CA 2382 dated 
September 13, 1946, 66 PUR(NS) 19. 
At the present time only 11 of these 
tanks are in service having a capacity 
of 320,000 gallons instead of the con- 
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templated capacity of 520,000 gallons 
in 19 tanks, and (2) the failure to re- 
ceive liquefied petroleum gas in the 
quantities necessary to maintain stor- 
age in the tanks and at the same time 
meet the peak demands required dur- 
ing periods of cold weather. Since 
December 1, 1946, and up to January 
16, 1947, the amount of liquefied pe- 
troleum gas in stock (liquid) had de- 
creased from 229,337 gallons to 139,- 
229 gallons. The company has been 
unable to secure any commitments 
from suppliers of liquefied petroleum 
gas to furnish more than 10,000 gal- 
lons per day and recently deliveries 
have averaged less than that amount. 
Furthermore, it appears that this sit- 
uation may persist for some time since 
the failure of delivery is due primarily 
to the diversion of pressure type rail- 
road tank cars from the transportation 
of liquefied petroleum gas to the trans- 
portation of other products by reason, 
in part, of governmental restrictions. 

From the facts submitted, it appears 
that if applications for space heating 


are not restricted immediately, the Mil- 
waukee Gas Light Company will not 
have sufficient capacity available in the 
1947-1948 heating season to meet the 
peak-day demands for service. The 
proposed rule will restrict the accept- 
ance of further applications for space- 
heating service. However, we believe 
that in one respect the rule should be 
amended so as to provide that “No 
gas will be furnished by Milwaukee 
Gas Light Company under any circum- 
stances for the heating of buildings 
while under construction.” 

The order herein is made without 
hearing pursuant to the provisions in 
the order of November 19, 1946, su- 
pra, providing for modifications there- 
of. 

The Commission finds: 

That an emergency exists with re- 
spect to the ability of Milwaukee Gas 
Light Company to meet the demands 
imposed upon it for gas service, and 
that the rule proposed by the company 
and as modified herein is reasonable 
and necessary. 
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Consol. Gas, Elec. Lt. & Pwr. 
Plans $50,000,000 Expansion 


ONSOLIDATED GAs, Evectric Licht & Power 

Co. of Baltimore plans to spend approxi- 

mately $50,000,000 in the next three years for 
construction and equipment. 

Among the projects proposed are the addition 
of a 60,000-kw. unit to the Riverside power 
plant to boost its capacity to 180,000 kw, and 
the addition of two 60,000-kw. units to the 
Westport plant which now has a capacity of 
182,500 kw. Six substations are to be erected 
and five are to be enlarged. 


Dictograph Offers Electronic 
Intercommunication System 


[creern Propucts, Inc., offers a new 
low-cost Electronic Intercommunication 
which has been designed and priced to provide 
complete intercommunication service for small 
businesses. 

The system features a beautifully designed 
master station which has a 10-call capacity, in- 
cluding other masters or substations. An an- 
nunciator, showing incoming calls, as well as 
the two-call paging switch, are optional. 

Advantages claimed for the Dictograph Elec- 
tronic Intercommunication system are: Instant 
voice-to-voice contact between any desired 
points for any type of business; outstanding 
clarity through “voice-mirror” reproduction; 
extremely low upkeep. 

For circular describing the Dictograph Elec- 
tronic Intercommunication write to the manu- 
facturer, 580 Fifth avenue, New York 19, New 
York. 


Honeywell Announces 
New Mercury Switch 


A NEW mercury switch, which is claimed to 

be capable of handling almost any switch- 
ing job, has been developed by the Minneapolis- 
Honeywell Regulator Company. 

Less than an inch and a half long, the new 
switch is rated at one ampere for 115 volts, 
A.C. The new device, one of several hundred 
different models made by Honeywell, is 
actuated by a snap tilt of 12 degrees using a 
single pole, single throw action. 

Production on the new switch has been 
started and large-scale deliveries scheduled for 
later in the spring. 

It is identified by the model number AS- 
408D. 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





Line of Network Protectors 
Described in G-E Bulletin 


(ae. a 39-page, two-color bulletin pre- 
sents a detailed account of the construc- 
tion, applications, and maintenance require- 
ments of the General Electric network protec- 
tors for a-c secondary systems. Fifty-five 
photographs, one-line diagrams, and data charts 
illustrate the uses, accessibility, and special 
features of the network protectors. A section 
on selection of fuses for the equipment contains 
curves of time-current characteristics. 

The bulletin describing the heavy duty auto- 
matic network protectors is now available at 
the General Electric Company, Schenectady, 


New York. 


$35,500,000 Program Planned 
By Northern States Power 


ONSTRUCTION improvements totaling $35,- 
> 500,000 have been authorized by the board 
of directors of Northern States Power Com- 
pany. Actual expenditures for 1947 will 
amount to approximately $18,000,000. 

Included in the authorization are four gen- 
erating units of 12,500-kw., a 5,000-kw. unit, a 
60,000-kw. unit, and 30,000-kw. in Diesel gen- 
erating units to be located at strategic points 
on the system. This totals 145,000-kw. or about 
207,000 horsepower of additional generating ca- 
pacity. 


Plans Larger Unit 

B* AUSE the demands for electricity in great- 

er Dallas have grown much faster than was 
anticipated, and estimates of future demands 
have been raised considerab'y, Dallas Power & 
Light Company will install a 40,000 kilowatt 
turbo-generator at Mountain Creek plant, in- 
stead of a 30,000 kw. unit, as was originally 
planned. 

The 40,000 kw. unit, with auxiliaries and 
other equipment and the addition to the plant 
building, is estimated to cost $5,000,000. 

The unit wil! increase the generating capacity 
of Mountain Creek plant to 103,500 kw. and 
will bring the total generating capacity of the 
two plants up to 188,000 kw. 


A-C Bulletin 
A REVISED bulletin on Allis-Chalmers oil cir- 
cuit breakers, Type DZ-40B, has been 
announced by the company. According to the 
four-page bulletin, this breaker, of moderate 
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capacity for indoor service, is of the oil-tight, 
enclosed mechanism type with all three poles 
in one tank, and is capable of wide application 
to station, substation, and industrial service. 

In addition to describing the construction of 
these breakers and lising their extra protection 
features, the bulletin advises that they are avail- 
able for electrical and manual remote control 
operation, lists accessories and provides a table 
of maximum current, voltage, and interrupting 
capacity ratings together with a reference chart 
of general dimensions. 

Copies of the bulletin, 71B6179B, are avail- 
able on request from the Allis-Chalmers Mfg. 
Company, Milwaukee 1, Wisconsin. 


Oklahoma Gas & Elec. to Build 
$9,000,000 Plant 


KLAHOMA GAs & E.ectric CoMPANY will 

build a 150,000-kw. plant at a cost of ap- 
proximately $9,000,000, according to George A. 
Davis, president. 

The plant will be built in three sections 
with the first 50,000-kw. turbo-generator ex- 
pected to be in operation in 1950. The other two 
will be added as required. 

Initial cost of the plant and first installation 
will be around $6,000,000 with additions ac- 
counting for another $3,000,000. 

The company recently announced construc- 
tion of another plant at Ponca City. 


Philadelphia Electric Plans 
To Spend $200,000,000 


¥ e- PHILADELPHIA ELeEctric COMPANY 
contemplates a $200,000,000 expansion pro- 
gram, it was announced recently by Horace 
P. Liversidge, president. 

The company’s expansion program calls for 
a net addition of 673,000 kilowatts in generat- 
ing capacity in the next five years, an increase 
of 54 per cent over the capacity at the end of 
1946. Two major projects are the $54,000,000 
Southwark generating station, one unit of 
which is in the preliminary stages of operation, 
and the $20,000,000 addition of two generators 
and auxiliary equipment at the Barbadoes plant, 
near Norristown, Mr. Liversidge said. 


New Reliance Motor Bulletins 


wo recent bulletins on Reliance “Series C” 

induction motors have been published by 
The Reliance Electric and Engineering Com- 
pany, Cleveland. 

Bulletin C-118 covers protected (open type) 
frame sizes 203 to 326, with horsepower rat- 
ings from 4 to 20 horsepower, 600 to 3600 rpm. 

Totally-enclosed, fan-cooled “Series C” 
motors are described in Bulletin C-125, which 
deals with squirrel-cage frame sizes 224 to 326, 
for two and three phase a.c. circuits. 

Both booklets are available on request to the 
company, Reliance Electric and Engineering 
se game 1706 Ivanhoe road, Cleveland, 10, 

io. 


Rota-Swing Dead Front Safety 
Switch Offered by Pelham 


A= testing its reliability in numerous in- 

stallations, Pelham Electric Manufactur- 
ing Corp., Erie, Pennsylvania, is now offering 
the new “Rota-Swing” safety switch. 

This switch gives the operators positive pro- 
tection, because the act of opening the door 
to reach the fuses automatically opens the cir- 
cuit. The exposed parts can carry no current. 

The Pelham “Rota-Swing” mechanism has 
a new simplicity of design and no springs. Just 
a sturdy rotating handle that moves the knife 
blades to Off or On position—while the switch 
is disconnected, which assures absolute safety. 
Steel guides hold the blades in positive accurate 
alignment. 

The new switch is especially suitable for 
heavy-duty power and light applications, and 
can be furnished for switchboards or panels 
of any size capacity: 0 to 600 amps.; 250 V. 
D.C. to 600 V.A.C. ; 2, 3, or 4 pole. 

Each unit of a Rota-Swing equipped switch- 
board may be furnished with fuse gaps for any 
desired amperage or voltage within a wide 
range, Changes in fuse gaps are easily made at 
any time after installation. The mounting 
plates, steel compartments, and bus bars are 
completely standardized, so that provision can 
be made in any switchboard or panel for 
future expansion. 


$200,000,000 Program Planned 
By Commonwealth Edison 


tT? CoMMONWEALTH Eprson CoMPANy is 
planning the biggest expansion program in 
its history, according to Charles Y. Freeman, 
chairman. / 

The company now has under construction, or 
on order, generating capacity to total 364,000 
kilowatts and is making studies for the location 
and installation of an additional unit of 150,000 
kilowatts. This program will expand generat- 
ing capacity 15 per cent. 

Construction costs over the next three years 
are expected to total $200,000,000. The 1947 
expenditures may reach $62,000,000, as com- 
pared with $37,383,015 in 1946 and $20,228,752 
in 1945. 


Portland Gas & Coke Proposes 
$3,241,000 Construction 


pean for a $3,241,000 construction program 
in 1947 to expand gas production and dis- 
tribution facilities are being made by Portland 
Gas & Coke Company, Portland, Oregon. 

In the past five years the company has spent 
more than $5,800,000 on additions and better- 
ments to its property, and the 1947 program 
will boost the total to $9,000,000. 


Brown Named Sales Manager 


RED C. HALL, vice president of The Ameri- 
Coach & Body Company, Oakland, 
California, announces the appointment of 
Charles M. Brown.as sales manager. 


Mention the FortN1GHTLY—I? identifies your inquiry 











Th 





April 24, 1947 Public Utilities Fortnightly 


23 











CRESCENT 





Has Two Outstanding Aduantages: 


1. BOND STRIP UNDER ARMOR 


Permanently low armor resistance is provided in sizes No. 14 and 12 AWG by use of a 
flattened, tinned copper bonding wire which is in contact with the under side of each 
convolution. These sizes now are smaller and lighter, since they use the smaller diameter 
Type R conductors of the 1947 National Electrical Code. 


2. PREFABRICATED BREAKING LINES 
The Cut Mark (at 1'2"' intervals) shows the location of a prefabricated breaking line 
inside the armor. Only a few strokes of a file guided by the Cut Mark are required to 
cut through one outer ridge, and a bend by hand severs the armor. This results in a 
clean separation with no sharp edge—a safer, easier and faster job. The prefabricated 
breaking lines are so designed that there is no reduction in tensile strength, bending quality, 
crushing resistance and electrical conductivity of armor. 


CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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INDUSTRIAL PROGRESS—( Continued) 





APR. 24, 1947 


MSA Issues Bulletin on 
Air Line Respirators 
CS PLETE data on the new MSA Air Line 


Respirators and auxiliary parts and equip- 
ment made by Mine Safety Appliances Com- 
pany, are contained in a 4-page bulletin No. 
CS-23. 

Copies of the bulletin may be had by writ- 
ing to the manufacturer—Mine Safety Appli- 
ances Company, Braddock, Thomas, and Meade 
streets, Pittsburgh 8, Pennsylvania. 


Folder on Roof Maintenance 


ages maintenance for the plant handy-man is 
discussed in a large, newly-published fold- 
er. Titled “Is Your Roof a Fair-Weather 
Friend,” this maintenance guide points out that 
extra years of service can be gotten from any 
type of roof and explains how to stop leaks, 
renew dried-out roof surfaces, repair flashings 
and gutters, etc. 

The folder illustrates the application of all 
materials and also shows typical problems and 
their solutions. A free copy may be obtained 
by addressing the Stonhard Company, 403 
North Broad street, Philadelphia 8, Penn- 
sylvania. 


lo Increase Plant’s Capacity 

HE KANSAS PoWER AND LIGHT COMPANY 

has completed plans for a $3,000,000 addi- 
tion to the Tecumseh power station. This addi- 
tion will include the construction of two build- 
ings and the addition of facilities to house a 
30,000-kw. steam-turbo generator and _ boiler. 


A-C Appointment 


I C. Matueson, formerly of the Allis- 
e Chalmers Tampa district office, has been 
transferred to the company’s Los Angeles office, 
where he will specialize in the handling of util- 
ity business for the company in that area. 


L. M. Morley Is Elected 
Honeywell Vice President 
M. Mortey has been elected a vice presi- 
* dent of the Minneapolis-Honeywell Regu- 
lator Company, Harold W. Sweatt, president, 
announced recently. 

Mr. Morley, vice president in charge of sales 
for the Brown Instrument Company, a wholly- 
owned Honeywell subsidiary at Philadelphia, 
will continue to supervise sales of the industrial 
control devices made by the Brown division. 
His newest promotion thus makes him an 
officer of the parent company as well as its sub- 
sidiary, Mr. Sweatt said. 


IBM Appointment 


5 nemo. Business MACHINES Cor- 
PORATION recently announced the appoint- 
ment of Charles E. Love as IBM general sales 
manager. He was previously sales manager 
for its western district. 


Construction Loans Announced 


| Pigeres- seemgeed loans—chiefly for distribu- 
tion lines, system improv ements or new or 
en grey il generating capacity i tay were 

‘ade to the following enterprises by the Rural 
E lectrification Administration : 

Southwest Arkansas Electric Codperative 
Corporation, Texarkana, Ark., $365,000. 

Riceland Electric Coéperative, Inc., Stutt- 
gart, Ark., $10,000. 

Wright County Rural Electric Codperative, 
Clarion, Iowa, $86,000. 

Woodbury County Rural Electric Codpera- 
tive Association, Moville, Iowa, $380,000 

Caney Valley Electric Codperative Associa- 
tion, Inc., Cedar Vale, Kans., $280,000. 

Steele-Waseca Codéperative Electric, Owa- 
tonna, Minn., $25,000. 

Rural Coéperative Power Association, Maple 
Lake, Minn., $1,890,000. 

Adams - Marquette Electric Codperative, 
\dams, Wis., $20,000. 

Hart County Electric Membership Corpora- 
tion, Hartwell, Ga., $50,000. 

Altamaha Electric Membership Corpora- 
tion, Lyons, Ga., $50,000. 

C. M. S. Electric Coéperative, Inc., Meade, 
Kans., $357,000. 

Guernsey- Muskingum Electric Codperative, 
Inc., New Concord, “Ohio, $200,000. 

Blachly- Lane County Codperative Associa- 
tion, Blachly, Ore., $215,000. 

\tchison-Holt Electric Coéperative, Rock- 
port, Mo., $307,000. 

Ravalli County Electric Cooperative, Inc., 
Corvallis, Mont., $73,000. 

Central Electric Coéperative, Inc., Redmond, 
Ore., $75,000. 

Houston County Electric CoGperative, Inc., 
Crockett, Tex., $270,000. 

Taylor Electric Codperative, Inc., Merkel, 
Tex., $330,000. 

Lyon County Electric Coéperative, Inc., Em- 
poria, Kans., $372,000. 

Southern Nebraska Rural Public District of 
Grand Island, Neb., $385,000. 

Edgecombe-Martin County Electric Mem- 
bership Corporation, Tarboro, N. C., $50,000. 

Union Electric Membership Corporation, 
Monroe, N. C., $50,000. 

Escalante Valley Electric Association, Inc., 
Modena, Utah, $115,000. 

Escambia River Electric Codperative, Inc., 
Jay, Fla., $500,000. 

Lewis County Rural Electric Codperative 
\ssociation, Monticello, Mo., $410,000 

Tri-County Electric Coéperative, Inc., St. 
Matthews, S. C., $225,000. 

Coahoma Electric Power Association, 
Clarksdale, Miss., $315,000. 

Tri-County Electric Codperative, Inc., Azle, 
Tex., $370,000. 

Rayle Electric Membership Corporation, 
Washington, Ga., $210,000. 

Douglas County Electric Membership Cor- 
poration, Douglasville, Ga., $130, 

Central New Mexico Electric Coéperative, 
Inc., Corona, N. M., $707,500. 
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NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 
VIRGINIA 
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eo Exclusive NEWS 
= | Every Week 
\ ee | About 
PUBLIC UTILITY 
EE: FINANCE 


Keep posted on utility 











: | financial developments with the 


PUR. UTILITIES FINANCIAL LETTER | 


AN appraisal and summary of de- 
velopments affecting the financial as- 
pects of public utilities — presented 
each week in a four-page Letter. This 
important information is assembled in 
departmentalized form, classified un- 
der these headings: Highlights of the 
News, Security Markets, Holding Com- 


tables are used frequently to indicate 
security trends. Prepared by our spe- 
cial financial staff in New York City, 
the P.U.R. UTILITIES FINANCIAL 
LETTER provides the busy executive 
with a carefully digested review of fi- 
nancial activities affecting the public 
utility industry. An exclusive, helpful 





pany Plans, Earnings and Letter for those interested 
Dividends, Financing — Cur- $25 in keeping abreast of the 
rent and Pending and Notes ———— utility financial picture each 
and Comment. Charts and ’ week. 











Published by— 


PUBLIC UTILITIES REPORTS, 
Washington 4, D. C. 


Munsey Building 


To P.U.R. UTILITIES FINANCIAL LETTER 
1040 Munsey Building, Washington 4, D. C. 


INC. 





Use This BET &.aricnk heaiha heals 
Convenient Please enter my/our order for P.U.R. UTILITIES FINANCIAL LETTER 
(fifty-two Letters annually) at $25 a year. 

Order 
( Payment enclosed 0 Send bill 
Form REE... adda de chen aousdd manehlmabeebechusennianicvassensien saiuiaael 
PSD heces chevensucessicncccescsivasesbesesersssennenstaespseeenereasens 
a BE Oe COU dink ntndansesrccackivcnssorksaseassssokghereamnsreeesdeaoianeenedl 
PE  dtcacncabaecscsserensapepeepasieaceer Es vos sceesscossnnctaawnse 
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 MERCU Ry : 
SWITCHES 


are used in all Mercoid Controls. 
They assure better control performance 
and longer control life. That is why 
Mercoid Controls rate a very high 
percentage of customer satisfaction 
-a good reason for featuring- 


MERCOID 






THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, ILLINOIS 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tue American Aprprarsat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
a. ven PHILADELPHIA ques 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








£¢ Ford, Bacon & Davis 


BsDd VALUATIONS Engineers CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


- eerie “08 POWER ENGINEERING SINCE 1906 5... nssing and Expediting, 


Steam, Electric, Gas, Hydro, 
Designs and Construction, Serving Utilities and Industrials ee Se 


Operating Betterments, 








Inspections and Surveys, Reading a Philadelphia Original Cost Accounting, 
Feed Water Treatment. Washington ° New York Accident Prevention, 








| 


|| 


i 





| 
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FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 








FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
Design Reports 
Construction H. A, KULJIAN & COMPANY Valuations 
Engineers 
Public Utilities and Industrials. 
Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — INVESTIGATIONS — VALUATIONS 
BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations-—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. === Washington, D. C. 











PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 
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AND 
CONSTRUCTORS 


SANDERSON & PORTER 
ENGINEERS S&P 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—Appraisals 


Consulting Engineering 




















80 BROAD STREET NEW YORK 4, N. Y. 
ALBRIGHT & FRIEL, INC. JACKSON & MORELAND 
FRANCIS S. FRIEL ENGINEERS AND CONSULTANTS 
Consulting Engineers PUBLIC UTILITIES AND INDUSTRIALS 
‘Water, Sewage and Industrial Waste Problems SUPERVISION OF CONSTRUCTION 
Airfields, Refuse Incinerators, Industrial Buildings MACHINE DESIGN — TECHNICAL PUBLICATIONS 
City Planning, Reports, Valuations, Laboratory REPORTS — EXAMINATIONS — APPRAISALS 
1528 WALNUT STREET PHILADELPHIA 2 BOSTON ~ NEW YORK 
BLACK & VEATCH JENSEN, BOWEN & FARRELL 
CONSULTING ENGINEERS Engineers 
Appraisals, investigations and re- Ann Arbor, Michigan 


ports, design and supervision of con- 


struction of Public Utility Properties Appraisals - Investigations - Reports 


in connection with 


4706 BROADWAY KANSAS CITY, MO. rate inquiries, depreciation, fixed capital 
: reclassification, original cost, security issues. 

















EARL L. CARTER LUCAS & LUICK 
Consulting Engineer ENGINEERS 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVARIA, WEST VIRGINIA, KENTUCKY OPERATION, MANAGEMENT, APPRAISALS, 
ee and INVESTIGATIONS, REPORTS, RATES 
910 Electric Building Indianapolis, Ind. 231 S. LaSatie St., Cricaco 
W. C. GILMAN & COMPANY FRANK O’NEILL 
ea Public Utility Consultant 
an 
FINANCIAL CONSULTANTS 327 South LaSalle Street, Chicago 4, Illinois 
55 Liberty Street New York Accounting, financial, insurance, tax, rate case 


work and original cost studies. 
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PROFESSIONAL DIRECTORY 
(concluded) 


You can pick the EXACTLY RIGHT fg - 








ROBERT T. REGESTER 


Consulting Engineer 


HyYpDRAULIC STRUCTURES — UTILITIES 
FLoop Contro. — WaTEeR Works 


Baltimore Life Bldg. Baltimore 1, Md. 














A. S. SCHULMAN ELEctric Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 


CoMMERCIAL INSTALLATIONS 


537 SoutH DEARBORN Sr. CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














MANFRED K. TOEPPEN 
ENGINEER 


COoNSULTATION—I NVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 

MATTERS 


261 Broadway New York 7, N. Y. 








Representation in this Professional Direc- 
tory may be obtained at very reasonable 


rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 

























Penn-Union manufactures 
“4 the COMPLETE line 
Sm of Conductor Fittings 


—from the Complete line 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 


Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 





PENN-UNION 
ERIE, PA. 


ELECTRIC CORPORATION 
Sold by Leeding Wholesalers 





PENN- -UNION 


CONDUC TOR FITITInGgsS 
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FORD TRUCKS : 


LAST LONGER!” 


ONE big reason—FORD BRAKES STAND UP! 


The wide, heavy, cast drum surfaces of Ford Brakes are non- 
warping and score-resistant. They are interlocked and fused 
with steel drum discs during casting, providing great strength 
and reducing weight. The two shoes are independently an- 
chored, each shoe being actuated by its own hydraulic piston. 
Adjustment is extremely simple and entirely external. Brakes 
are exceptionally stable in adjustment. Entry of water and 
dust is minimized by closely fitted tongue-and-groove design, 
where edges of drums meet backing plates. Ford brake design 
promotes long lining life, consistent performance, extra-safe 
stopping ability and easy pedal pressure. 


THESE LONG-LIFE FEATURES: 
“si Your pick of power—the great V-8 
or the brilliant Ford Six—extra- 
strength frames, with siderails doubled in 
heavy duty models—new Flightlight, 4-ring, 
oil-saving pistons—full-floating and %- 
floating axles, with axle shafts free of 
TRUCKS 


MORE FORD 


IN USE TODAY 














Utilities construction 

and maintenance service 
calls for what Ford Trucks 
deliver in full measure — 
all-weather easy starting, 
extra power and rim 
pull for heaviest going, 
frame and clutch and 
axle strength matched to 
off-the-road operation 
and last-longer endur- 
ance. Body shown is by 
McCabe-Powers Auto 
Body Co., St. Louis. 


weight-load . . . more than fifty such en- 
durance-engineering features in all. It’s be- 
cause of this long-life construction that of 
all trucks 14 years old or older on the road 
today, there are more Ford Trucks than all 
other makes combined! More than 100 body- 
chassis combinations to choose from. Ask 
your Ford Dealer to show you! 


THAN ANY OTHER MAKE! 











JOHNNY CAPACITOR’S KILOVAR ECONOMICS 7 


8 MILLION KILOVARS 
OF CAPACITORS 
CAN'T BE WRONG! 








JOHNN Y SA YS: “Eight million kilovars of capacitors have already 
been installed in the United States. With system investments in the 
order of $200 to $500 per kilowatt—and rising—this is the time to re- 
duce your “blue chip” system investment and, at the same time, obtain 











The cost of supplying on-the-spot kilo- 
vars has gone steadily downward. To- 
day this cost is only 25% of what it 
was 15 years ago. Contrast this with 
today’s rising cost of other equipment. 

By eliminating the transportation of 
kilovars through your lines, and sup- 
plying them at the load by capacitors, 
additional line and transformer capac- 
ity—up to 10% of peak, sometimes 
more—is immediately made available. 

Such a move can definitely postpone 
investment in additional generating, 
transmission, and distribution equip- 
ment. At the same time, there are a 





valuable additional system capacity by of capacitors. You can 
get quick delivery—and they can be installed for $10 a kilovar—or 
less“! 


large number of other system benefits 
to be obtained, such as: 

1. Reduction of system energy losses 
and general voltage improvement. 

2. Relief on overloads and low volt- 
age conditions on distribution circuits. 

3. Reduction in average cost of pur- 
chased power. 

A General Electric specialist will be 
glad to work with you on the applica- 
tion of capacitors to your system. For 
further information ask your G-E rep- 
resentative, or write today to Appara- 
tus Dept., General Electric Company, 
Schenectady 5, N. Y. 


GENERAL (4 ELECTRIC 
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